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China Strategic Holdings Limited 03037_3,7“§J, 0391
FORM OF RULE 12G3-2(b) TRANSMITTAL LETTER TO THE SEC

10 November, 2003

Re: China Strategic Holdings Limited — Flle No 82-3596

Securities and Exchange Commission
450 Fifth Street, N.W.

Niite

Washington, D.C. 20549 //e' R i@
.4[,

Ladies and Gentlemen,

In connection with Rule 12g3-2(b) exemn\t"dn of China Strategic Holdings Limited
(“CSH”), CSH hereby furnishes the Securities and Exchange Commission with the
following documents:-

1.  Announcement dated 8" August, 2003 in relation to the recent increases in trading
volume and price of the shares of the Company,

2. Joint announcement dated 11™ August, 2003 in relation to the extension of time for
despatch of the Offeree Document; and

3. Joint announcement dated 25t August, 2003 in relation to the despatch of the Offeree
Document;

4, Announcement dated 27" August, 2003 in relation to the unaudited interim results of
MRI Holdings Limited, a 57.26% owned subsidiary of the Company;

5. Joint announcement dated 9" September, 2003 in relation to the result of the
unconditional cash offers for shares and warrants of China Strategic Holdings
Limited by Paul Y. — ITC Construction Holdings Limited and Hanny Holdings
Limited;

6. Announcement dated 25™ September, 2003 in relation to the interim results for the
six months ended 30" Tune, 2003;

7. Circular dated 26™ August 2003 in relation to the Offerors;

8. Interim Report dated 25" September, 2003; and

9. Forms SC1 dated 24™ September, 2003.

The CSH file number (82-3596) appears on the upper right hand corner of the first page of
each document. SSED
Yours faithfully,
For and on behalf of / NY.N 19 ?'““3
China Strategic Holdings Limited i
g g a\@?ﬁsom

Secretary

Encl.

P s
‘o Rd.,

Kong.
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any part of the contents of this announcemens.

The Siock Exchange of Hong Kong Limfied takes no responsibility for the contents of this announcement, makes no representation as to its
accuracy or completeness and expressly disclaims any liabiliry whatsoever for any loss howsoever arising from or in reliance upon the whole or
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CHINA STRATEGIC HOLDINGS LIMITED

(Incorporated in Hong Kong with limited liability)

ANNOUNCEMENT

Company has indirect control) of its 49.3% interest in Rosed

The Directors wish to state that save for (i) the joiot announcement dated 8 July 2003 regarding the CSH Offer; (it} the joint announcement dated 21
July 2003 regarding the increase in the offer price; and (iii) the proposed disposal by Ananda Wing On (an associated company in which the
le, th i

d group reor;

11 August 2003. t

c
Rosedale Shareholders as detailed in a joint announcement of, inter alia; Ananda Wiag On and Rosedale of cven date, they are ot aware of any
reasons for recent increases in trading volume and price of the shares of the Company. -

At the request of the Directors, trading in the securities of the Company on the Stock Exchange was suspended with effect from 9:30 am. on 11 July
2003. Application has been made to the Stock Exchange for resumption of trading in the securities of the Company with cffect from 9:30 a.m. on

of Rosedale and the two possible offersto the

Reference are made to (i) the joint announcement dated 8 July 2003
regarding the CSH Offer; (ii) the joint announcement dated 21 July 2003
regarding the increase io the offér price; and (iii) the joint annovncement
- dated 8 August 2003 issued by Rosedale, Ananda Wing On, Apex and the
Offeror regarding: (a) 2 proposed group reorganisation, capital
reorganisation, chaoge of board 1ot size, and change of name of Rosedale;
(b} possible uncoaditional voluntary offer for the shares in Apex; (¢)
possible conditional mandatory offer for the shares in Rosedale; and (d)
possibie major and connected transactions for Ananda Wing On.

Rosedale and Ananda Wing On (both associated companies of the
Company) that: .
{i) Rosedale Group Reorganisation
Anands Wing On has requested the directors of Rosedale to put
forward a proposal 1o its shareholders to effect the. Rosedale group
isation which, if approved and imp} d, will result in:-
~(a) "~ Rosedale contiouing as a public listed company
- °  concentrating on business other than hotel and leisure-related
business which the Rosedale group has engaged in the past
including property investment and development in the PRC;
(b)  Apex holding principally all assets and liabilities of the

business; and
© the Rosedale Sharcholders whose names appear on the
register of members of Rosedale on the Record Date
receiving by way of distcibution in specie of Apex Shares
on 2 one Apex Share for one consolidatéd Rosedale Share
. basis.
(ii) -Apex Offer

Upon completion of the Rosedale group reorganisation, Ananda
Wing On and the Company will be beneficially interested in
136,666,666 Apex Shares and 62,821,662 Apex Shares respectively,
representing approximately 49.3% and 22.6% respectively of the
expected issued share capital of Apex. Subject to the fulfillment of
the other condition precedent, Apex offer will be made by Tai
Fook Securitics Company Limited on behalf of a wholly-owned
subsidiary of Ananda Wing On to all the Apex Shares other than
those already owned by Ananda Wing Qu and parties acting concert
N with it (including the Company) at HK$0.26 per Apex-Share in

cash. - '
The directors of the Company have irrevocably undertaken to the
wholly-owned subsidiary of Ananda Wing Ou that the subsidiaries
" of the Company which will be the holders of the Apex Shares will

interest in 62,821,662 Apex Shares, representing approximately
22.6% of the expected issued share capital of Apex.
(i) Rosedale Offer

Anenda Wing On entered into the Rosedale Share Sale Agreement
with the Offeror on 9.July 2003, The Offeror is a company
incorporated-in the British Virgin Islands with limited liability and
beneficially wholly-owned by Mr. Chan Yeung Nam. Both the
Offeror and Mr. Chan Yeung Nam are independent third parties

The Direciors announce that they have been informed by the directors of

Rosedale group in relation to the hotel and leisure-related.

‘not accept the Apex offer in respect of the Group's beneficial®

The Directors have noted the recent increases in trading\volume and price
of the shares of the Company. Saved for (i) the joint announcement dated
8 July 2003 regarding the CSH Offer; (ii) the joint announcement dated
21 July 2003 regarding the increass in the offer price; and (iif) the proposed
disposal by Ananda Wing Oun (an associated company in whith the
Company has indirect control) of its 49.3% interest in Rosedale, the
. proposed group reorganization of Rosedale and the two possible offers to
the Rosedale Shareholders as detailed in a joint announcement of, inter
alia, Ananda Wing On and_ Rosedale of even date, the Directors are aot
aware of any reasons for such fluctuation. The Directors slso confirm that
there are no negotiations or agreements relating to istended acquisitions
or reali which are discl ble under paragraph 3 of the Listing
Agresment, neither is the Board aware of any matter disclosesble under
the general obligation imposed by p ph 2 of the Listing Agreement,
which is or may be of a price-sensitive nature.
At the request of the Directors, trading in the securities of the Company
on the Stock Exchange was suspended with effect from 9:30 am.-on 11
July 2003, Application has been made to the Stock Exchange for
resumption of trading in the securities of the Company with effect frofn
9:30 a.m. on 11 August 2003.

DEFINITIONS
“Ananda Wing On”

Ananda Wing On Travel (Holdings)-Limited, a
company incorporated in Berrhuda with limited
Lability and the shares of which are listed on the
Stock Exchange

“Apex” Apex Quality Group Limited, 2 company
incorporated in the-British Virgin Islands with
limited liability and-currently a wholly-owned

. subsidiary of Rosedale
“Apex Shares” ordinary shares of US$1.00 each in the issued

share capital of Apex, the par value of which will
be reduced to US$0.2 each

the meaning ascribed. to its uader the Listing Rules
the board of Directors ’
China Strategic Holdings Limited, a company

“associate(s)”
“Board™
“Company”

incorporated in Hong Kong with limited liability, -

the securities of which are listed on the Stock
Exchange .

the mandatory conditional cash offer to be made
by Kingsway SW Securities Limited, on bebalf

“CSH Offer”

of Calisan Developmeants Limited and Well Orient .

Limited, to acquire all the issued shares aod
warrants, other than the shares and warrants
presently owned by Calisan Developments
b Limited and Well Orient Limited and parties acting
in coocert with them, and to cancel all outstanding
options .,
the directors of the Company
the Company and its subsidiaries
“Joint joint anpouncernent issucd by, inter aliz, Ananda

“Ditectors™
“Group”

not connected with any of directors, s of

chief executive of the Compasy or any of its subsidiaries or any of
their respective associate. Pursuant to the Rosedale Share Sale
Agreement, Ananda Wing On sgreed to dispose of its entire
shareholding io Roscdale, being 1,366,666,666 Rosedale Shares,
representiog approximately 49.3% of the issued share capital of
Rosedale, to the Offeror. Upon the completion of the Rosedale
Share Sale Agreement, the Offeror will hold 1,366,666,666
Rosedales Shares or approxi 49.3% of the issued share capital
of Rosedale. Pursuant to the Takeovers Code, the Dfferor will be
obliged to miake a mandatory conditional cash offer to the Rosedale

Limited on behalf of the Offeror for ail Rosedale Shares other than
those alrcady owned by the Offeror and parties acting concert
- with it at HK$0.0644 per Rosedale Share,
For details of the above transactions, please refer to the Joint
Announcement.
Although the Company and its Directors are oot involved in the discussion
or negotiation of the Rosedale Group Reorganisation, the Apex Offer, the.
Rosedale Share Sale Agreement or the Rosedale Offer, the Company is

controlling iaterest in it. The chart below show? i summary form the
relationships betweea the Company, Ananda Wing Op and Rosedale.

Poblic Rowsdu: harebol
Shareholders l | iNow 1) } l Pubdic S J
mi% 6%
Rasedule
Notes: 1. Listed on the Stock Exchange.

2. Traded on the OTC (over-the counter) Bulletia Board in the
United States of America. . K
The Rosedale group reorganisation is not expected to have any material
impact on the Company save that based on the Group's direct shareholding
.interest of 22.6% in Roscdale, it will receive 62,821,662 Apex Shares
upon pletion of the Rosedale group reorganisation. The Compzny has
irrevocably undertaken not to assent to the Apex Offer in respect of its
: 62,821,662 Apex Shares to be distributed to its subsidiaries by Rosedale.
! Upon completion of the Apex offer, Apex will become an associated
company of the Company. The Company intends to keep the Apex Shares
for medivm fo long term investment purpose, which investment will
diversify the invesiment portfolio of the Group.
As for the Rosedale offer, the Company bolding 628,216,620 Rosedale

Shares, has not given any undertaking to accept or reject the Rosedale
offer.

Sharcholders, which offer will be made by Kingston Securities

regarded as a concert party of Ananda Wing On due to its indirect,

A o Wing On, Rosedale,the Offer and Apex regarding
the Rosedale group reorganisation, capital
reorganisstion, the Apex offer, the Rosedale Share
Sale Agreement and the Rosedale offer

the Rules Governing the Listing of Securities on
the Stock Exchange )

“Listing Rules”

“Offeror” Velocity International Limited, a company
incorporated in the British Virgin Islands with
limited liability and beneficially wholly-owned by

. M. Chan Yeung Nam
“PRC" the People’s Republic of China

“Record Date” the record date, to be fixed, to determine
entitlements to the distribution in specie of the
Apex Shares by Rosedale
Ros¢dele Hotel Group Limited, 2 company
incorporated in Bermuda with limited liability and
the shares of which are listed on the Stock
Exchange
ordinary share(s) of US$0.02 each in the issued

- share capital of Rosedale .

“Rosedale Share Sale 2 sale and purchase agresment date 9 July

“Rosedale”™

“Rosedale Share(s)”

Agreement” 2003 entered into between the Offeror and Ananda
Wing On for the acquisition by the Offeror of
- 1,366,666,666 Rosedale Shares from Ananda Wing
On, which sbares represeated approximately
" 49.3% of the issued share capital of Rosedale as
at the date of the Rosedale Share Sale Agreement
“Rosedale holder{s) of Rosedale Shares or Consolidated
Shareholder(s)” Rosedale Shares
“Stock Exchange” The Stock Exchange of Hong Kong Limited
“Takeovers Code™ The Hong Kong Code on Takeovers and Mergers
“HK$" Hong Kong dollars, the lawful curreacy of Hong
Kong
“Uss” United States dollars, the lawful currency of the

United States of America

By order of the Board
China Strategic Holdings Limited
ban Kwok Keung, Charles
Chairman

Hong Kong, 8 August 2003 _

The directors of the Company joinily and severally accept full responsibiliry
for the accuracy of the information contained in this announcement and
confirm, having made all rearonable enquiries, that 1o the best of their
knowledge and belief, opinions expressed in this announcement have been
arrivéd at after due and careful consideration and there are no other
facts not ined in this the omission of which would
make any siatement in this announcement misleading.
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y .
The Stock Exchange of Hong Kong Limited taket pa responsibility for the caatents of this makes na rep ion 25 ta its accuracy and expressly disclaims any liability whatioever far any lozs howsocver
arising from or in reliance upon the whole or any pari of the contents of this announcement. .

HANND

VISIONS ANCAD

HANNY HOLDINGS LIMITED PAULY. - ITC CONSTRUCTION HOLDINGS LIMITED,\

(Incorporated in Bermuda with limited liability) ' (Incorporated in Bermuda with limited liability)

CHINA STRATEGIC HOLDINGS LIMITED

. {Incorporated in Hong Kong with limited liability)

Unconditiona) casbh offer by

Kingsway SW Securities Limited
- on behalf of Calisan Developments Limited and Well Orient Limited,
each being indirect wholly-owned subsidiary of
Paul Y. - ITC Construction Holdings Limited and
Hanny Holdings Limited respectively,
to acquire all the issued China Strategic Shares and
outstanding China Strategic Warrants, other than the China Strategic Shares
and China Strategic Warrants presently owned by the Offerors
and parties acting in concert with them,
and to cancel all outstanding China-Strategic Options )
Delay in despatch of the Offeree Document, extension of the Offer Period and
' mandatory offer becoming unconditional

Financial Adviser to Hanny Holdings Limited and
"Paul Y. - ITC Construction Holdings Limited

Kingsway Capital Limited
Indepenfleni financial adviser to the Independent Board Committee
$-ris
Praxy Bassanat Carrras Lys.

First Shanghai Capital Limited

Extension of time for despatch of the Offeree Document

The Offeree Document, which contains, inter alia, letter from the China Strategic Baa}d. fetters from the Independent Board Committee and First Shanghai Capital Limited, the |
independent financial adviser to the Independent Board C. i in respect of the Offers, was originally expected to be despatched on or before 12 Avgust 2003, ~

2As China Suon(;;gic needs more time to finalise the financial figures to be disclosed in the Offeree D the Offerce D is now expected to be despatched on or before
6 August 2003, L

The Offers have become voconditional -

The Offers have become unconditional on 1) August 2003 and will remain 6pen for acceptance for not Iess.than 14 days after the despatch of the Offerec Document which is expected
10 be despatched on or before 26 August 2003. Further announcement in relation to the Offer Period will be made in due course. -

Reference is made to the joint 2n0ouncements issued by ITC Corporation, Paul Y. - ITC, Percentage N
Hanny and China Strategic on 8 July 2003 and 21 July 2003, and the offer document Number of China of voting rights
{“Offer Document”™) issued by Paul Y. - ITC and Hanny on 29 July 2003. Terms defined Strateglc Shares in China Strategic
in the Offer Document shall have the same meanings when used in this announcement, . (Note)
unless otherwise defined.
Extension of time for the despatch of the Offeree Document C‘hl:';gs&-?:%ﬁ i:‘:‘;‘,i:iq:;“d by .

- . . . HK$0.139 per China Strategic
Following the despatch of the Offer Document to the China Strategic Sharebolders, China
Strategic Warrantholders and China Strategic Optionholder on 29§Juiy 2003, pursuant to v rShare on 11 Avgust 2003 £ Chi 161,680,000 19.50
Rule 8.4 of the Takeovers Code, the Offeree Document regarding the Offers is required to alid acceptances in respect o 1o
be despatched by China Strategic to the China Strategic Sharcholders, China Strategi §1¢ Shares as et 17510 0.0093
Warrantholders and China Strategic Optionholider within 14 days of the date of issuc of August 2003 . - - —
the Offer Document. . 453,432,510 54.67

As China Strategic needs more time to finialise the financial figures to be disclosed in the .
Offerce D the Offeree D will therefore not be avaifable f tch N . .
the China Steategic Shnr:l:olders Chipa Str i '.‘": a 1d; :l:ndecgi'nd:s"m o Accordingly, the condition to which the Dffers are subject has been satisfied and the
Optionholder on or before 12 August 2003 . Offers have become uncanditional as the Offerars and theit concert partics now hoid more

P or & . than 50% of the voting rights in %inl Slutegic. '_I‘hcsconsid;ulim; payubldc fa:’ thchh:gn.
Accordingly, with he consen o Calisan Developments Limitd and Well Orien Limited,  S8cEic Shares, Chita Meaieslc Narespisnd Chine Susieel Dptons enred s
China Strategic has applicd to the Executive for an extension of time for despatch of the China Strategic (as the case may Kc), and the date when the Offers become or are declared
Offeree Document Lo on or before 26 August 2003, . unconditional. .

The Offerce Document, which contains, inter alia, letter from the China Strategic Board, ~ 1he Offcrors will extend the Offer Period, so that the Offers will remaia open for

A : h "> acceptance for not less than 14 days after the despatch of the Offeree Document which is
letters from the lndprend:_nl Board Cormittee and First Shanghai Capital Limited, the cxpepcled to be despatched on or be’jforc 26 Auguslp2003. Further announcement in relation
independent financial adviser to the Bo: in ‘respect of the 1o the Offer Period will be made in due course.

ard C
Offers, is now expecied to be despatched on or before 26 August 2003. - Under the ,?gef-“}‘,(:hi;hs‘s"" igcASb:reg\?lders. ,:"Cb;' !h;n the 0‘,?505 ;“fd‘gei'bw““‘;
. it artics, wi otfered HKS$0.139 in cash for eac ina Strategic-Share held by them an
The Offers have become unconditional fhe China Strategic ‘Warrantholders, other than the Offerors and their concert gamcs,-}vlll

The respective board of directors of Hanny and Paul Y. - ITC are pleased to announce that :’hccogﬁ';:‘: }ggilé‘)&l .{;‘pfﬁ,’;‘hg‘f{,;‘?iﬁh{,‘f hsfl{:;: '%‘;‘('gg_’o?ﬁhf,',d ?nysﬁh?ronr c::t?drl:lr]u?:i

as at the close of business on 11 August 2003, valid acceptances of the Share Offer in Strategic Option Esld by her for cancellation.
respect of 77,510 China Strategic Shares, representing approximately 0.0093% of the C requisiti
voting rights in China Stcategic, have been accepted and a total of 211,345,000 China ompulsory acquisition - . . .
Strategic Shares, representing approximately 25.48% of the voting rights in China *  The Offerors will not exercise the power of pulsory acqui It is the of
Strategic, have been acquired during the Offer Period through market purchases jointly by the Offerors (o maintain the listing of China Strategic on the Stock Exchange after the
the Offerors (49,665,000 China Strategic Shares were acquired before the posting ofy!hc close of the Offers. .

Note; Based o5 829,468,413 China Strategic Shares in issvc as ai the date of this announcement.

Offer Document on 29 July 2003 snd 161,680,000 China Strategic Shares were acquired HANI?; f]lgclflfer"('bel?‘l’ﬁlTED‘ PAUL %y o{%:é-’ocfotglcsib‘cﬁn{)%"oﬂ
after the posting of the Offer Docoment on 29 July 2003). ..
posting ! _) Lui Sic Tsoen, Richard HOLDINGS LIMITED
In addition-to 242,010,000 China Strategic Shares, representing approximately 29.18% of Depaty Managing Director Chﬂg Mli,“"g‘ Rosaona .
the voting rights in China Strategic, already held by the Offerors and their concert parties By order of the board xecutive Director
befare the.commencement of the Offers, the Offerars and their concert parties, as at the order of the ’
date of this announcement, hold 453,432,510 China Strategic Shares, representing . CH[NADET(‘;IIA*E]?:Ek“ﬁtnDINghS ll_"]g"mb
approximately 54.67% of the voting rights in China Strategic. . - han irman £, Thal
The sharchaldings in China Strategic of the Offerors and their concert parties as at the Hong Kong. 11 August 2003
date of this announcement ace as follows: ‘ The directars of Harny jointly and sevecally accept full respoaribility for the securacy of e informasion contcined
In this announcement other than that reiating to China Strategic and confirm. having made oli, reasoaable
Percentage enguiries, thal 1o the best of their knowledge and belief, opinions expressed in this announcemens orher than those
Number of China of voting rights relating to Ching Strategic have been arrived of after duc and careful consideration and there ére =o other facts
Strategic Shares in China Strategic nqx‘z:;{a.‘ud in this announcement, the omissian of which would make any statement in thls annguncement
misleading. - .
(Nose) The directors of Paul Y. - ITC jointly and severally accepr full responsibility for the accaracy of the information
C . contained in this aanouncement other than that relaiing to China Strategic and confirm. haviag a!
The shareholdings in China Strategic reasonable enquiries, thai to the best of their knowicdge and belicf, opinions expressed in this cnnoancemenl other
of the Offerors and their concert than those relaling to China Strategic have been arrived ai after due and careful consideration and there are ao

i other focss ot conained in thix anraucemens, the omission of which would maoke any starement in this
parties before the commencemens et miseading.

of the Off 242,010,000 29. . ) .
China s"a‘cg?;ssnams acquired by 9.18 The divectors of China Strategic jointly and severally accept full u:pouibslil‘y Jor the accuracy of the information

: consained in this asnouncement oiher than ha relating. to Hanny aut Y. - ITC and confirm. having made ail

the Offerors at a price of HK$0.10 Feasonabic enquirics, that to the bes? of their nowledge and belief, opinions expressed in this announcement other
er China Strasegic Share on 9 . thas those relating to Haxay and Paul Y. - ITC have been arrived af ofter due and careful consideration and there
uly 2003 49,665,000 598 Gre xo other facly wot contined in this announcemsenl, the omission of which would mate ony statemens ia ithis

anmouncement wizleading.
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The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes no representation as 1o its accuracy or
completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon the whale or any part of the contents
of this announcement.

HANNY?

VISIONS AHEAD

HANNY HOLDINGS LIMITED PAULY. - ITC CONSTRUCTION HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability) ) (Incorporated in Bermuda with limited liability)

CHINA STRATEGIC HOLDINGS LIMITED
- (Incorporated in Hong Kong with limited liability) . -

Unconditional cash offer by

Kingsway SW Securities Limited
on behalf of Calisan Developments Limited and Well Orient Limited,
each being indirect wholly-owned subsidiary of
Paul Y. - ITC Construction Holdings Limited and
‘ Hanny Holdings Limited respectively,
to acquire all the issued China Strategic Shares and
outstanding China Strategic Warrants, other than the China Strategic Shares
and China Strategic Warrants presently owned by the Offerors
and parties acting in concert with them,
N and to cancel all outstanding China Strategic Options

Despatch of the Offeree Document

The Offeree Document, which contain, inter alia, letter from the China Strategic Board, letters from the Independent Dlrcclor and
First Shanghai, the independent financial adviser to the Independent Director, in respect of the Offers, will be despatched on 26.
August 2003, from which date the Offers will remain open for 14 days. The Offers will close on 9 Septcmber 2003.

China Strategic Sharcholders and China Strategic Warrantholders ‘should review the Offerec Document carefully before deciding
whether to accept or reject the Offers.

Investors are advised to exercise caution.in dealings in the China Strateglc Shares and China S(raleg:c Warrants.

Reference is made to the joint announcements dated 8 July 2003 and 21 July 2003 made by ITC Corporation, Paul Y. -'1TC, Hanny

and China Strategic, the joint announcement dated 28 July 2003 issued by Paul Y. - ITC and Hanny, the joint announcement dated 11
August 2003 issued by Paul Y. - ITC, Hanny and China Strategic and the offer document issued ‘on 29 July 2003 (“Offer Document”).
Terms defined in the Offer Document shall have the same meanings when used in this announcement, unless the context requires
otherwise. .

Despatch of the Offerce Document

The Offeree Document, which contain, inter alia, letter from the board of directors of China Strategic (“China Strategic Board”), letters
from the. independent director of China Strategic (“Independent Director™) and First Shanghai Capital Limited (“First Shanghai”), the
independent financial adviser to the Independent Director, in respect of the Offers; will be despatched on 26 August 2003.

‘China Strategic Sharebolders and .China-Strategic Warrantholdcrs should review the Offcrce Document carefully before deciding
whether to accept or réject the Offers.

Unless the Offers are extended, the latest time for acceptance of the Offers is 4 00 p.m. on Tuesday, 9 September 2003 and the Offers
will close on 9 September 2003.
General

Investors are advised to exercise caution in dealings in the China Strategic Shares and China Strategic Warrants.

. By order of thé board By order of the board’
HANNY HOLDINGS LIMITED . _PAUL Y. - ITC CONSTRUCTION HOLDINGS LIMITED
Lui Siu Tsuen, Richard - Chau Mei Wah, Rosanna

Deputy Managing Director . ) Executive Director

' By order of the board
. CHINA STRATEGIC HOLDINGS LIMITED
oo ‘Dr. Chan Kwok Keung, Charles
P Chairman

Hong Kong, 25 August 2003 -

" The directors of Hanny jointly and severally accept full responsibility for the accuracy of the information contained in this announcement other than that
relating 1o China Strategic and confirm, having made all reasonable enquiries, that to the best of their knowledge and belief, opinions expressed in this
announcement other than those relating to China Strategic have been arrived at after due ond careful corsideration and there are no other facts not
contained in this announcement, the omission of which would make any statement in this announcement misleading.

The directors of Paul Y. - [TC jointly and severally accept full responsibility for the accuracy of the information contained in this announcement other
than that relating to China Sirategic and confirm, having made all reasonable enquiries, that 10 the best of their knowledge and belief, opinions expressed
in this announcement other than those relating to China Strategic have been arrived ar after due and careful consideration and there are no other facts
not cvntamea’ in this announcement, the omission of which woufd make any statement in this announcement misleading.

The directors of China Strategic jointly and severally accept full re.\‘pon::bxll{y Jor lhe accuracy of the information contained in this announcement other
than that relating 10 Hanny and Paul Y. - ITC and confirm, having made all reasonable enquiries, that to the best of their knowledge and belief, opinions .
expressed in this announcement other than those relaiing to Hanny and Paul Y. - ITC have been arrived at after due and careful consideration and there
are no other facts not contained in this announcement, the omission of which would make ary statement in this announcement misleading.
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The Standard Thui’sday, August 28,-2003

" The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes no
representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss
-howsoever arising from or in reliance upon the whole or any part of the contents of this announcement.

CHINA STRATEGIC HOLDINGS LIMITED

(Incorporated in Hong Kong with limited lxab:ltty)

ANNOUNCEMENT OF UNAUDITED INTERIM RESULTS OF
. MRI HOLDINGS LIMITED
FOR THE SIX MONTHS ENDED 30TH JUNE, 2003

MRI Holdings Limited, a 57.26% owned subsidiary of China Strategic Holdings Limited, has announced its
unaudited consolidated results for the six months ended 30th Jupe, 200}3.

The Board of Directors (the “Board”) of China Strategic Holdings Limited (“CSH”) announces the unaudited
consolidated results of MRI Holdings Limited (formerly known as Australia Net.Com Limited) (“MRI"} for the six
months ended 30th June, 2003 which has been announced by MRI on 27th August, 2003 in Australia. MRI, 2
company incorporated in Australia, is an approximately 57.26% owned subsidiary of CSH and its shares are hsted
on the Australian Stock Exchange.

Results

The unaudited consolidated results of MRI and its subsidiaries for the six months ended 30th June, 2002 have been
restated from amounts previously reported to follow the recent changes in accounting standards of Australia.

The unaudited consolidated results of MRI and its subsidiaries for the six months ended 30th June, 2002 and 2003
are as follows

Six months
ended 30th June,
2003 2002
AS T A8
. (Unaudited) {Unaudited)
Revenue-from ordinary activities 1,421,506 . 1,246,216
Administration expenses : . (213,481) (155,076)
Management fees : . (77,953) (89,659)
Borrowing costs - (6) (4,412)
‘Write down to recoverable amount of non-current assets . {130,680) (1,053,406)
- Carrying value of investments disposed —_ (1,129,389)
Profit/(loss) from ordinary activities before income tax expense 999,386 (1,185,726)
Income tax éxpense relating to ordinary activities T — . (2,362)
Profit/(loss) from Qrdinary activities after related income tax expense 999,386 (1,188,088)
Decrease in foreign currency translation reserve arising ) .
on translation of self-sustaining. foreign operations . (357,884) (328,835)
Total changes in equity other than these resulting : i :
from transactions with owners as owners 641,502 - (1,516,923)
Eamings per share
— Basic (cents per share) 217 © (2.58)

— Diluted {cents per share) . o217 (2.58)
Balance Shkeet Highlights ) .
The consolidated balance sheet of MRI and its subsidiaries shows the followings:
' ’ 30th June, 3lst December,

2003 . 2002

A3’000 AS$'000

. (Unaudited) (Audited)

Current assets 20,785 21,010

Non-current assets . 1,598 737

Total assets ’ 22,383 21,747
Current liabilities . (89) (51)
Non-current liabilities : 47) 91

Net assets ) 22,247 21,605

Contributed equity . V 31,184 31,184
Reserves and accumulatcd losses (8,937) (9,579)

22,247 © . 21,605

By Order of Lhé Board
Chan Ling, Eva

. Exécutive Director
Hong Kong, 27th August, 2003




The Stock Exchange of Hong Kong Limited takes no responsibility far the contents of this announcement, makes no representation as fo its aceuracy or completeness and
expressly disclaims any liability whaisoever for any loss howsoever arising from or in reliance upon the whole or any part of the contenis of this announcement,

’HANN;7

VISIORS AHCAD

HANNY HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

PAUL Y. - ITC CONSTRUCTION HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability}

O

CHINA STRATEGIC HOLDINGS LIMITED
(Incorporated in Hong Kong with limited liability)

Result of the unconditional cash offers by

P35
mE
Kingsway SW Securities Limited
on behalf of Calisan Developments Limited and Well Orient Limited,
each being indirect wholly-owned subsidiary of '
Paul Y. - ITC Construction Holdings Limited and
' Hanny Holdings Limited respectively,
to acquire all the issued China Strategic Shares and
outstanding China Strategic Warrants, other than the China Strategic Shares
and China Strategic Warrants presently owned by the Offerors
and parties acting in concert with them,
and to cancel all outstanding China Strategic Options

The latest time for acceptance of the Offers was 4:00 p.m. on 9 September 2003 and the Offers closed on 9 September 2003.

During the Offer Period, the Offerors jointly purchased in aggregate of 211,727,500 China Strategic Shares on the market, representing
approximately 25.526% of the existing issued China Strategic Shares.

As at 4:00 p.m. on 9 September 2003, the Offerors have received valid acceptances in respect of (i) 64,592,089 China Slrategic Shares under
the Share Offer, representing approximately 2.787% of the existing issued China Stralegic Shares; (ii) 21,900 units of China Strategic Warrants
under the Warrant Offer, representing approximately 0.013% of the outstanding China Strategic Warrams and (iii) 75 000 China. Strategic
Options were tendered under the Option Offer for cancellation.

Upon the closure of the Offers, the Offerors and their concert parties are interested in 518,329, 589 China Strategic Shares, representing
-approximately 62.490% of the existing issued China Strategic Shares, and 48,285,900 units of China Strategic Warrants, representing
approximately 29.106% of the outstanding China Slraleglc Warrants. All the outstandmg Chma Strategic Options in Chma Strategic were'

cancelled on 29 August 2003

Reference is made to the offer documenuomtly issued by the Offcrors on
29 July 2003 (*Offer Document™), the announcements jointly made by
ITC Corporation, Paul Y. - ITC, Hanny and China Strategic on 8 July
2003 and 21 July 2003, the announcement jointly made by Paut Y. - ITC
and Hanny on 28 July 2003 and the annocuncements jointly made by Paul

Y. - ITC, Hanny and.China Strategic on 11 August 2003 and 25 August
2003. Terms defined in the Offer Document shall have the same meanings
when used in this announcement, unless the context requires otherwise.

INTRODUCTION

On 8 July 2003, the respective boards of directors of Hanny and Paul Y.
- ITC annouaced a voluntary conditional cash offer for China Strategic
Shares and China Strategic Warrants, other than the China Strategic
Shares and the China Strategic Warrants already owned by the Offerors
and parties acting in concert with the Offerors, and to cancel all
outstanding China Strategic Options.

On 11 August 2003, the condition to which the Offers are subject has been
satisfied and the Offers have become unconditional.

RESULT OF THE OFFERS AND ACCEPTANCE LEVELS

The latest time for acceptance of the Offers was 4:00 p.m. on 9 September
2003 and the Offers closed on 9 September 2003.

Before the Offer Period commenced on 8 July 2003, each of the Offerors
was interested in 120,660,000 China Strategic Shares and.24,132,000
units of China Strategic Warrants, representing approximately 14.547%
of the existing issued China Strategic Shares and approximately 14.547%
of the outstanding China Strategic Warrants respectively. Based onthe
subscription price of HK$0.16 per China Strategic Shares, 24,132,000

new China Strategic Shares will'be issued upon full conversion of China -

Strategic Warrants by each of the Offerors, representing: approximately
2.827% of the total issued China Strategic Shares and voting rights as
enlarged by the issue of such new China Strategic Shares. Taking into
account 690,000 China Strategic Shares owned by concert parties of the
Offerors, the Offerors and their concert parties were interested in an
aggregate of 242,010,000 China Strategic Shares and 48, 264,000 units of
China Strategic Warranls representing approximately 29.177% of the
existing issued China Swrategic Shares and approximately 29.093% of the
outstanding China Strategic Warrants respectively.

During the Offer Period, the Offerors jointly purchased in aggregate of
211,727,500 China Strafegic Shares on the market, representing
approxlmatcly 25.526% of the ‘existing issued China Strategic Shares.

As at 4:00 p.m. on 9 September 2003, the Offerors have received valid
acceptances in respect of {i) 64,592,089 China Strategic Shares under the
Share Offer, representing approximately 7.787% of the existing issued
China Strategic Shares; (ii) 21,900 units of China Strategic Warrants
under the Warrant Offer, representing approximately 0.013% of the
outstanding China Strategic Warrants; aad (iii) 75,000 China Strategic
Opuons (representing (a) all outstanding China Strategic Options and (b)
an option to subscribe up to 75,000 China Strategic Shares under ithe
share option scheme at a subscription price of HK$3.145. per China
Strategic Share) were tendered under the Option Offer for cancellation.

Upon the close of the Offers, the Offerors and their concert parties are

interested in 518,329,589 China Strategic Shares, representing

approximately 62.490% of the existing issued China Strategic Shares, and

48,285,900 units of China Strategic Warrants, representing approximately

29.106% of the outstanding China Strategic Warrants. All the outstanding

China Strategic Options in China Strategic were cancelled on 29 August
003.

Save-for the above, neither the Offerors nos parties acting in concert with
them have acquired or agreed to acquire any China Strategic Shares and
China Strategic Warrants during the Offer Period.

" MAINTAINING THE LISTING STATUS OF CHINA STRATEGIC

The Offerors refer to various press articles published on 9 September
2003 in respect of the possible privatization of China Strategic by the
Offerors. The Offerors wish to clarify that, as stated in the Offer
Document, the Offerors intend to-maintain the listing of China Strategic
on the Stock Exchange after the close of the Offers. The Offerors and
China Strategic have also undertaken to the Stock Exchange that
appropriate steps following the close of the Offers will be taken as soon
as possible to-ensure that not less than 25% of the China Strategic Shares
and China Strategic Warrants will be held by the public.

MAINTAINING THE PUBLIC FLOAT REQUIREMENT OF

CHINA STRATEGIC

Immediately after the close of the Offers, there will be approximately
37.510% of the issued China Strategic Shares and approximately
70.894% of the outstanding China Surategic Warrants held in public
hands. Accordingly, China Strategic will have an adequate public float of
the China Strategic Shares and China Strategic Warrants for the purpose -
of the Lisling Rules.

By order of the board By order of the board
HANNY HOLDINGS LIMITED PAULY. - ITC CONSTRUCTION
Lui Siu Tsuen, Richard HOLDINGS LIMITED
Deputy Managing Director Chaun Mei Wah, Rosanna
X Executive Director

By order of the board
CHINA STRATEGIC HOLDINGS LIMITED
Dr. Chan Kwok Keung, Charles
Chairman

Hong Kong, 9 September 2003 _ .

The direciors of Hanny jointly and severally accept full responsibility for the accuracy
of the information contained in this announcement other than that relating to China
Strategic and confirm, having made all reasonable enquiries, that to the best of their
knowledge and belief, opinions expressed in thix announcement other than those
relating to China Strategic have been arrived at after due and careful consideration
and there are no other facts not contained in this annaunnmznl the omission of which
would make any in this

The directors of Paul Y. - ITC joinily and severally accept full responsibility for the
accuracy of the information consained in this announcement other than thai relating to
China Strategic and confirm, having made all reasonable enquiries, that to the best of
their knowledge and belief. opinions expressed in this announcement other than those
relating ro China Strategic have been arrived at after due and careful consideration
and there are no other facts not ¢ ined in this t, the omission of which
would make any statement in this announcement misleading.

The directors of China Strategic jointly and severally accept full responsibility for-the
accuracy of the information contained in this announcement other than that relating to
Hanny and Paul Y. - ITC and confirm, having made all reasonable enquiries, that to
the best of their knowledge and belief, opinions expressed in this announcement other
than those relating to Hanny and Paul Y. - ITC have been arrived at after due and
careful consideration and there are no other facts not contained in this anrouncement,
the omission of which would make any in this  misleading
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Return of Allotments

=

Companies Registry

A 7 R R Rt s Be R R
Company Number QTSR
29649
1 Company Name XA HEZE
China Strategic Holdings Limited
R EEERA T
2 Date(s) of Allotment 4B HH# (Note & 2)
24 09 2003 T§° 24 09 2003
oD H MM B YYYY 4 DD H MM B YYYY £
)
s
3 Totals of this Allotment  th [ 34 B2 89 S 208 o~

Nominal Amount Paid and Payable BE#&EMIIEEE (Note I 3) $ 110,800.00

Premium Amount Paid and Payable [(A) + (B)] B R EHMNBEMEE (A +B)] $ 16,480.00
4 Cumulative Total of Paid-up Capital (including this Allotment) $ 182,957,641.30

RERBRBRREE (BRELIE)

5 Shares Allotted for Cash B &S EKEG

Class of No. of Shares | Nominal Value | Amount Paid and Payable | Premium on Total Premium Paid
Shares Allotted of Each Share on Each Share Each Share And Payable (A)
BEE /EANNERE
R 453 2@ EoENkE | SROEHE Paid Payable FREHE AR ES
#H 5L & A 6 ¥ (B 3K
BT
Ordinary 108,000 HK$0.10 HK$0.16 - HKZ$0.06 HK$6,480.00
Presentor’s Name and Address For Of<-"~""" TP . T
SR A RO R At R four Receipt
Treasure Way Services Limited l.;mflp&me& R’Eﬂlitr':f
8/F., Paul Y. Centre H F
51 Hung To Road sy
Kwun Tong
~ Kowloon
06,/107,2003 EE4210%97
ER No. ~(129£4%-
No. 1/67 Sh. Form : 1091
Specification No. 1/9 e '
PR 1197 T8 e s
TOTALL{CSH) $7.00
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Return of Allotments Company Number AR5t
ety 5> B B e { 29649 |
Page2 HB-H
6 Shares Allotted for other than Cash JFE € XS ERE (Note 2 4)
Class of No. of Shares | Nominal Value |Amount Treated As Paid on] Premium on |{Total Premium Paid and
Shares Allotted of Each Share Each Share Each Share Payable (B)
x4 28 51 EoEMRG | ERAEE SRHEREDERLTN EENEE EA R IER
2B KB M HBREMERA
N/A
Consideration for which the Shares have been Allotted 4 it BB H €18
3 7 Details of Allottees ESEBGENEER
No. of Shares Allotted by Class
Name, Occupation ZHENBROYSENEE
and Description Address
B A BER Lok Class R Class %7 Class %%
f At
Ordinary
HKSCC Nominees |7/F., Vicwood Plaza 12,000
Limited 199 Des Voeux Road Central
Hong Kong
HXSCC Nominees {7/F., Vicwood Plaza 96,000
Limited 199 Des Voeux Road Central
Hong Kong
Total Shares Allotted by Class 108,000
SRS EAE
Signed &%

A
(Name #4): Chankmnny )

Eﬁyéete%—%/ Secretary W& *

*Delete whichever does nof apply LT B HE

Date B3 : 24" September, 2003
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Certified Public Accountants EBPRTHEPING

26/F, Wing On Centre _ KEPL268 Deloitte
111 Connaught Road Central
Hong Kong TOUChe

Tohmatsu

TO THE BOARD OF DIRECTORS OF CHINA STRATEGIC HOLDINGS LIMITED
PREBERAF
(incorporated in Hong Kong with limited liability)

Introduction

We have been instructed by the Company to review the inferim financial report set out
on pages 3 to 17,

Directors responsibilities

The Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited
require the preparation of an interim financial report to be in compliance with the
Statement of Standard Accounting Practice No. 25 “Interim Financial Reporting” issued
by the Hong Kong Society of Accountants and the relevant provisions thereof. The interim
financial report is the responsibility of, and has been approved by, the directors.

it is our responsibility to form an independent conclusion, based on our review, on the
interim financial report aond to report cur conclusion solely to you, as a body, in
accordance with our agreed fterms of engagement, and for no other purpose. We do
not assume responsibility towards or accept liability o any other person for the contents
of this report.

Review work performed

We conducted our review in accordance with the Statement of Auditing Standards No.
700 “Engagements to Review Interim Financial Reports” issued by the Hong Kong Society
of Accountants. A review consists principally of making enquiries of group management
and applying analytical procedures to the interim financial report and. based thereon,
assessing whether the accounting policies and presentation have been consistently
applied unless otherwise disclosed. A review excludes audit procedures such as tests of
controis and verification of assets, liabilities and transactions. It is substantially less in scope
than an audit and therefore provides alower level of assurance than an audit. Accordingly
we do not express an audit opinion on the Interim financial report.

Review conclusion

On the basis of our review which does not constitute an audit, we are not aware of any
material modifications that should be made 1o the inferim financial report for the six months
ended 30th June, 2003,

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

25th September, 2003




Turnover
Cost of sales

Gross profit

Other operafing income
Distribution costs
Administrative expenses
Other expenses

Profit (loss) from operations
Net gain (loss) on disposal
of interest in subsidiaries
Net loss on liguidation/dilution
of interest in associates
Finance cosfs
Share of resulfs of associates

Loss before taxation
Taxation

Loss before minority interests
Minority interests

Net loss for the period

Loss per share
— Baosic and diluted

= ehseliceiec Iheeme
For the &z monigts S0 June, 2008

Six months ended 30th June,

2003 2002
HK$’000 HK$ 000
(unaudited) (unaudited)
(as restated)
1,735,605 1,706,190
(1,494,160) (1,421,501
241,445 284,689
47,041 105,662
(99,561) (115,065)
(76,490) (116,743)
(16,206) (346,237)
96,229 (187,694)
4,784 (19.050)
(36,767) (1,.010)
(28,716) (53.809)
(125,012) (25,374
(89,482) (286,937)
(7,469) (5,433)
(96,951) (292,370)
(35,751) 139,952
(132,702) (182.418)

(16.0) cents

(32.6) cenfs




Condensed Censolicaiccl

At 300 June, 088

Non-Current Assets
Property, planf and equipment
Payment for acquisition

of land development rights
Goodwill
Inferests in associates
Receivables — due after one year
investments in securities
Deferred tax assets

Current Assets
Inventories
Trade debtors
Receivables — due within one year
Receivables due from associates
Other receivables, deposits
and prepayments
Income and other tax recoverable
investments in securities
Pledged bank deposits
Bank balances and cash

Current Liabilities
Creditors, other payables
and accrued charges
Payables due to related companies
— due within one year
Payables due 1o associates
Income and other taxes payable
Bank loans and other borrowings
— due within one year

Net Current Assets

Capital and Reserves
Share capital
Reserves

Minority Interests

Non-Current Liabilities

Bank loans and other borrowings
— due after one year

Payables due to relafed companies
— due after one vear

Notes

14
12

13

i s
diciRce

30th June, 31st December,
2003 2002
HK$°'000 HKS'000
(unaudited) (audited)
(as restated)

841,433 746,778
26,906 14,687
30,139 30,953
484,846 681,328
173,854 22,586
435,851 410,685
14,224 13,454
2,007,253 1,920,471
562,167 827,744
402,647 533,959
550,328 680,659
71,054 60,535
273,547 253,069
94 —

2,540 37,363
22,513 24,839
317,998 425,397
2,202,888 2,843,565
629,509 892,164
190,151 46,155
— 189

34,315 52,694
905,813 996,861
1,759,788 1,988,063
443,100 855,502
2,450,353 2,775,973
82,947 82,947
1,491,716 1,651,106
1,674,663 1,734,053
664,926 728,942
188,732 86,549
22,032 226,029
210,764 312,978
2,450,353 2,775,973




Ceondensed Cﬁgne dlee Siefemaent @
For the i menies 2 300 June, 2008

@

Special Capital Goodwil Other non-
Share Share capital  redemption on  Exchange distributable
capital  premium reserve Tesarve consolidation reserve 1eserves Deficit Total
HKS000 HKS'000 HKS 000 HKS'000 HKS'000 HK$'000 HKS'000 HKS'000 HKS'000
(Note @) (Nofe b)
At Tst Jonuary, 2002
— As originally stafed 46,098 1876729 414,881 233 191,437 @3.121) 35,393 (340.860)  2.220.790
— Prior period adjustment
(Note 2} - - - - - - - 3,934 3934
Asrestated %098 1876729 414,881 233 191,437 (3.121) 35,393 (336.920) 224724
Exchange adjustment - - - ~ - (831 -~ - (&3n
Share of net ieserves
movement of associates - - - - - 929 (85) - 844
Nef gain (Joss) not recognised
in the condensed consolidated
income sfatement - -~ - - - 98 (85) — 13
lssue of shares 9.200 ~ - - ~ - - - 9,200
Premium from issue of shares - 9,200 - - -~ - - ~ 9,200
Share issue expenses - (621) - - ~ - - ~ 621)
Reatised on disposal of
interests in subsidiaries - - - - - (1,267) (1.518) - (2.885)
Realised on disposai/diiution of
interesfs in associates - - - - 3100 (564) - - 2534
Net loss for the period - - - - - - - (152.418)  (152.418)
Al 1t July, 2002 55298 1,885,308 414,881 233 194,637 (4.856) 33,690 (489,344) 2089747
Exchange adjusiment - - -~ - - (313} - —~ (313
Share of net reserves
movement of associates - - ~ - - (25) 193) - (218)
Loss nof recognised in the
condensed consolidated
incomg stotement - - - - - (338) (193) - (531)
Issue of shares by way of rights issue 27,649 — - - - - - - 27,649
Premium from issue of shares ~ 13,824 - ~ - - - - 13,824
Share issue expenses - {1.784) - ~ - - -~ - (1.784)
Reatised on disposal/dilution of
interests in subsidiaries - - - - (71,028) @23 (959} - (72910}
Realised on disposal/dilution of
Inferasts in associates - - - - 444 (756) 86 - (226}
Appropriated from retained profits - - - - - - 3215 (3.215) -
Net foss for the period - - - - — — - @8 (321716)
At 31st December, 2002 82,947 1,897,348 414,881 233 123,983 (6.873) 35839 (814275) 1,734,083
Exchange adjustment - - - - -~ 23 - -~ 293
Share of net reserves
movement of associotes - — - - ~ 662 - -~ 662
Net gain not recognised in
the condensed consalidated
income statement - - - - - 955 - - 955
Realised on disposal of
interests in subsidiaries - - -~ - mn - (7072} - (7.183)
Realised on liquidation/ditution
of interests in associates ~ - — - (20,333) (127} - - (20,450)
Appropriate from retained profits ~ - — - - -~ 1,319 (1.319) -
Net foss for the period — — - - - - - (132702)  (132.702)
At 30th June, 2003 82947 1,897,348 414,881 233 103,509 (6,045) 30,086 (948,296) 1574663
Noftes:

(@) The special copital reserve represents the amount arisen as a result of capital reduction carried
out by the Company in 2001,

(b) The other non-distributable reserves of the Group include statutory reserves required to be
appropriated from the profit after taxafion of the subsidiaries of the Peopie’s Republic of China
("PRC") under PRC laws and reguiations. The amount of the appropriation is at the discretion of
the PRC subsidiaries’ board of directors.
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Six months
ended 30th June,
2003 2002
HK$'000 HK$°000
(unaudited) (unaudited)
Net cash from operating activities 11,941 169,643
Net cash used in investing acfivities (320,554) (721,777)
Net cash generated from financing activities 205,883 271,820
Net decrease in cash and cash equivalents (102,730) (280,308)
Cash and cash equivalents at beginning
of the period 401,935 744,927
Effect of foreign exchange rate changes (367) (2.457)
Cash and cash equivalents at end of the period 298,838 462,162
Analysis of the balances of cash
and cash equivalents
Bank balances and cash 317,998 477,749
Bank overdraft (19,160) (15,887)
298,838 462,162
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BASIS OF PREPARATION

The condensed financial statements have been prepared in accordance with the
applicable disclosure requirements of Appendix 16 to the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (the "Stock Exchange™)
(the "Listing Rules”) and with the Statement of Standard Accounting Practice ("SSAP")
No. 25 "Interim Financial Reporting” issued by the Hong Kong Society of Accountants.

PRINCIPAL ACCOUNTING POLICIES

The condensed financial statements have been prepared under the historical cost
convention, as modified for revaluation of investments in securities.

The accounting policies adopted are consistent with those followed in the
preparation of the Group’s financial statements for the year ended 31st December,
2002, except for the adoption of the Statement of Standard Accounting Practice 12
(Revised) "Income Taxes”. The principal effect of the implementation of SSAP 12
(Revised) is in relation to deferred tax. In previous years, partial provision was made
for deferred tax using the income statement liability method, i.e. ¢ liability was
recognised in respect of timing differences arising, except where those fiming
differences were not expected to reverse in the foreseeable future. SSAP 12 (Revised)
requires the adoption of a balance sheet liability method., whereby deferred tax is
recognised in respect of all temporary differences between the carrying amount of
assets and liabilities in the financial statements and the corresponding fax basis used
in the computation of taxable profit, with limited exceptions. in the absence of any
specific fransifional requirements in SSAP 12 (Revised), the new accounting policy
has been applied refrospectively. Comparative amounts for 2002 have been restated
accordingly. As at 1st January, 2002, deficit have been reduced by HKS3,934,000,
minority inferests have been increased by HK$3,729,000 and deferred tax assets have
been increased by MKS$7,663,000 respectively, which are the cumulative effect of
the change in policy on the results for the periods prior to 2002. The effect of the
change is a decreased charge to income taxes in the six months ended 30th June,
2002 of HK$2,495,000 (year ended 31.12.2002: HKS$5,791,000). The loss shared by the
minority interests for the six months ended 30th June, 2002 was also decreased by
HKS$1,214,000 (year ended 31.12,2002: HK$2,818,000).




Neles

For the sl mol

]
2]

3. SEGMENTAL INFORMATION
Business segments
For management purposes, the Group is currently organised into the following
divisions. These divisions are the basis on which the Group reports its primary segment
information.

An analysis of the Group's revenue by business segmenfts is as follows:

Investment
Pharma-  in securifies,

ceutical loan
Tires products teceivables Others  Consolidated

HKS 000 HK$'000 HK$'000 HK$'000 HKS"000
For the period ended 30th June, 2003
REVENUE
External 1,606,194 129411 5187 3,558 1,744,350
RESULT
Segment result 79,001 (855) (6.839) (2.605) 68,702
Unallocated corporate expenses (10,769)
Exchange gain 17,429
Interest income 19,232
Dividend income 1,635
Profit from operations 96,229
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3. SEGMENTAL INFORMATION (continued)

Discontinuing operations Continuing opsrations

Investment
in
Pharm-  securifies,
Toll highway Propery Hotel Heavy aceulical loan
opetation  investmeni  operafion industry Sub-total Tires products  receivables Others Sub-olal  Efimination Censolidaled
HKS'000 HKS000 HKS'000 HKS'000 HKS'000 HK$'000 HK$'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
(Nofe) (Note) (Note) (Nots)

For the period ended

30th June, 2002

REVENUE

External 26,104 8850 2,482 129,406 18402 L3728 141,159 63,289 6532 1586148 - L0
Inier-segment - - - - - — - - 73 482 492 ~
Tofal revenug 26,104 8,860 20,452 129,406 184012 131,208 141,159 63,289 7004 1588580 @92 12230
RESULT

Segment result {70,289 (12,069 (1,027) 15,539 (47.846) (94,101 (6,049) (23,065} 419 (119.006) (185,942)

|
|
|
ll

|
ll
|

Unallocated comorate

£XpeNses 139.504)
Gain on dispostl of

properfy, piant and

squipment 281
Exchangs gain 8,644
Inferest income 2840
Dividend income 1460
Loss from operations {187.608)

inter-segment revenue is charged at market ratfes.

Note: Following the disposal of certain subsidiaries of the Group during the year ended
31st December, 2002, these operations were regarded as discontinuing operations.
Details of these are set out in the annual financial statements of the Company for
the year ended 31st December, 2002 dated 23rd April, 2003.

Geographical segments

The following provides an analysis of the Group’s furnover by geographic market,
irrespective of the origin of the goods/services:

Turnover
Six months

ended 30th June,
2003 2002
HK$°000 HKS 000
The PRC, other than Hong Kong 1,626,858 1,576,636
Hong Kong 91,115 112,334
Overseqs 17,632 17,220
1,735,605 1,706,190
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4. OTHER OPERATING INCOME

Six months
ended 30th June,
2003 2002
HK$’000 HK$'000
Interest income 19,232 28,417
Exchange gain 17,429 8,644
Gain on disposal of investments in securities 5,187 63,289
Dividend income from listed investments 1,635 1,460
Gain on disposal of property,
plant and equipment — 231
Qthers 3,558 3,621
47,041 105,662
5.  OTHER EXPENSES
Six months
ended 30th June,
2003 2002
HK$'000 HKS 000
Unrealised loss on investments in securities 12,026 86,353
Impairment losses recognised in respect of
property, plant and equipment — 236,525
Impairment loss recognised in respect of
properties heid for sale —_ 1,185
Impairment loss recognised in respect of
investment properties — 2.069
Impairment loss recognised in respect of
inventories — 6.885
Amortisation of goodwill 814 817
Others 3,366 5,403
16,206 346,237

10
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conclensee Fneneiel] - -

PROFIT (LOSS) FROM OPERATIONS

Profit (loss) from operations has been arrived at after charging:

Six months
ended 30th June,
2003 2002
HK$°000 HKS'000
Depreciation and amortisation of property,
plant and equipment 24,012 73.940
TAXATION
Six months
ended 30th June,
2003 2002
HK$°000 HKS'000
The charge comprises:
Hong Kong Profits Tox 706 —
Taxation in other jurisdictions 7,533 7,928
Deferred tax credit (770) (2,495)
7,469 5,433

Hong Kong Profits Tax have been provided for at the rate of 17.5% on the estimated
assessable profit of the subsidiaries of the Group.

Taxation in other jurisdictions is calculated at the rates prevailing in the respective
jurisdictions.

LOSS PER SHARE

The calculation of the basic loss per share is based on the net loss for the period of
HK$132,702,000 (HK$152,418,000 for the six months ended 30th June, 2002) and on
the weighted average of 829,468,413 (467,586,677 for the six months ended 30th
June, 2002 after adjustment for the effect of the rights issue completed in August
2002) ordinary shares in issue during the period.

The computation of diluted loss per share does not assume the exercise of the share
options as their exercise would result in a decrease in 1oss per share,

11
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10.

11.

MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT

During the period, property, plant and eqguipment with an aggregate net book value
of approximately HK$107 million were disposed of as a result of the disposal of
subsidiaries.

The Group incurred expenditure of approximately HKS272 million on its property,
plant and equipment.

The Group also disposed of property, plant and equipment with an aggregate net
book value of approximately HK$46 million.

MOVEMENTS IN PAYMENT FOR ACQUISITION OF LAND DEVELOPMENT RIGHTS

During the vear ended 31st December, 2001, an agreement was entered into
between the Company and It AT IEEEZFEARBKAT (the "Pecple’s Government
of Li Qiao Town”) for the joint development project of a piece of land which is
adjacent to the eastern side of Beijing Capital Airport, the PRC, under which the
Company agreed fo make an aggregate payment of approximately RMB230,000,000
(equivalent to approximately HK$216,981,000) to the Pecple’s Government of Li Qiao
Town for the land development rights of the project.

As at 30th June, 2003, partial payments of RMB20,500,000, equivalent to
approximately HK$19,223,000 (31.12.2002: RMB8,000,000, equivalent to approximately
HKS7,441,000) was paid by the Company.

The Company has incurred consultancy fee and project management fee for this project
totaling approximately HK$7,683,000 (31.12.2002: approximately HKS7,246,000) and the
above amounts are included in the payment for acquisition of land development rights.

On 22nd July, 2003, the Group entered into an agreement with the People’s
Government of Li Qiao Town for the termination of this project. In accordance with
the terms of the agreement, the People’s Government of Li Qiao Town will refund
the previously paid partial payment to the Group and will provide the damage claim
for RMB1Q million. Up to the date of this report, RMB18 million was repaid by the
People’s Government of Li Qiao Town to the Group.

INTERESTS IN ASSOCIATES
During the period, the Group disposed of approximately 9.55% interest in Rosedale

Hotel Group Limited ("Rosedale Hotel”) for a consideration of approximately HKS$19
million and the interest in Rosedale Hotel was decreased from 32.20% to 22.65%.
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13.

MOVEMENTS IN RECEIVABLES

Included in receivables of approximately HK$125 million (31.12,.2002: HKS$122 million)
and approximately HKS112 million (31.12.2002; approximately HKS109 million) were
due from Danwei Limited ("Danwei”) and Lucklong Venture Limited ("Lucklong”)
respectively. Ms. Chau Mei Wah, Rosanna ("Ms. Chau”) and Mr. Lau Ko Yuen, Tom,
the former alternate director to Ms. Chau of the Company, are directors of the
ultimate holding company of Danwei and Luckiong. In addition, Ms. Chau is also a
director of Danwei and Lucklong. Shares of certain property holding companies
held by Danwei and Lucklong were pledged to the Group as securities to the loans.

Other than the above amounts of approximately HK$237 million which were secured,
the remaining balances of receivables were unsecured. All receivables bear interest
at prevailing market rates.

Included in receivables which are due after one year of approximately HKS8 million
(31.12.2002: Nil) were due from Sun Media Group Holdings Limited, a company’s
shares listed on the Mainboard of the Stock Exchange, representing part of the
consideration of the disposai of the 19.56% of the issued share capital of Leadership
Publishing Group Limited (*Leadership Publishing”), a company’s shares listed on
the Growth Enterprise Market of the Stock Exchange in January, 2003. The amount
was due and payable upon the expiry of 30 calendar months after the year end of
the financial year of Leadership Publishing in respect of which Leadership Publishing
declares a profit after taxation in its audited financial statements,

MOVEMENTS IN INVESTMENTS IN SECURITIES

During the period, the Group acquired certain investments af a consideration of
approximately HK$88 million and disposed of certain investments with the carrying
value of approximately HK$86 million. In addition, an unrealised loss on investment
in securities of approximately HK$12 million has been recognised in the condensed
consolidated income statement during the period.
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14. TRADE DEBTORS

The Group dilows its frade customers a credit period normally ranging from 90 days
to 180 days. The aged analysis of the trade debtors at the reporting date is as follows:

30th June 31st December

2003 2002

HK$°000 HKS°000

0-90 days 363,981 387.848
91-180 days 36,901 89,724
Over 180 days 1,765 56,387
402,647 533,959

15. CREDITORS, OTHER PAYABLES AND ACCRUED CHARGES

At the reporting date, Included in creditors and accrued charges are creditors with
the following aged analysis:

30th June 31st December

2003 2002

HK$°000 HKS 000

0-90 days 235,078 219,156
91-180 days 15,425 48,641
Over 180 days 11,148 109,345
261,651 377,142

Add: Other payables and accrued charges 367,858 515,022
629,509 892,164

14
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17.

COMMITMENTS

At the reporting dafe, the Group had the following capital commitments:

30th June 31st December

2003 2002
HK$’000 HKS 000
Contracted for but not provided in

the financial statements in respect of:
— Land development rights 197,758 209,540
— Property, plant and eguipment 76,427 137,061
— Constryction in progress — 15,531
274,185 362,132

As set out in note 10, upon the completion of the agreement entered info subsequent
to 30th June, 2003, the Group had no capital commitments in respect of land
development rights.

CONTINGENT LIABILITIES

At 30th June 2003, the Group had contingent iiabilities in respect of guarantees in
favour of banks for facilities granted to an associate of approximately HKS184.3 million
(31.12.2002: approximately HK$169.6 million), outsiders of approximately HK$113.1
million (31.12.2002: approximately HK$G.8 million) and a subsidiary of a minority
shareholder of approximately HKS6.6 million (31.12.2002: Nil).

PLEDGE OF ASSETS

At 30th June, 2003 and 31st December, 2002, the following assetfs were pledged to
secure credit facilities granted to the Group:

(a) Certain property, plant and equipment with a carrying vaiue of approximately
HKS$10,500,000 (31.12.2002; approximately HK$219,532,000);

() Bank deposits of approximately HKS$22,513,000 (31.12.2002: approximately
HK$24,839,000);

(c) All the assets of a subsidiary with a consolidated net assets value of
approximately HK$27,424,000 (31.12.2002: approximately HK$45,746,000) of the
Group has been pledged to a bank to secure credit facilities granted to the
Group.

At 30th June, 2003 and 31st December, 2002, investment in securities with a carrying
value of approximately HK$227,060,000 (31.12.2002: approximately HK$249,990,000)
were pledged to secure margin account credif facilities. The margin loan facilities
amounting to approximately HKS$25,479,000 (31.12.2002: approximartely
HK$13,323,000) were utilised by the Group.

15




19. RELATED PARTY TRANSACTIONS

During the period, the Group had the following significant fransactions with related

parties:

Name of company Notes
Lucklong )]
Danwei ®
Hanny Magnetics (i

Limited
("Hanny Magnetics”)

Naticn Cheer (i
Investment Limited
(*Nation Cheer”)

Rosedale Hotel (iiD

Notes:

Nature of
transactions

Loan interest
income received
and receivable
by the Group

Loan interest
income received
and receivable
by the Group

Loan interest
expenses paid and
payable by the Group

Loan interest expenses
paid and payable
by the Group

Loan interest
income received
and receivable
by the Group

Six months

ended 30th June,
2003 2002
HK$'000 HKS'000
2,967 3,835
3,314 3,389
1,953 —
4,085 —
1,685 —

0] Danwei and Lucklong are companies, in which a director of the Company is the director
of their ultimate holding company and the director of Danwei and Lucklong.

(i Hanny Magnetics and Nation Cheer are wholly-owned subsidiaries of a substantiat

shareholder of the Company.

(i) Rosedale Hotelis an associate of the Group.

The above transactions were carried out in accordance with the terms agreed

between the relevant parties.
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20. POST BALANCE SHEET EVENT

Subseguent to the reporting date, the Group had the following significant subseguent
events:

0

(1)

On 15th June, 2003, China Enterprises Limited ("China Enterprises”), a non-wholly
owned subsidiary of the Company, and Hangzhou Industrial & Commercial Trust
& Investment Co., Ltd. ("Hangzhou I&C") entered infc an agreement pursuant
to which China Enterprises agreed to dispose of its 25% interests in Hangzhou
Zhongce Rubber Co., Lid ("Hangzhou Zhongce”), a 51% owned subsidiary of
China Enterprises, to Hangzhou 1&C for the consideration of approximatety
RMB165 million (equivalent to approximately HKS155 million). Upon completion
of the disposai, China Enterprises’s interest in Hangzhou Zhongce will be reduced
from 51% to 26%, and Hangzhou Zhongce will cease to be a subsidiary of China
Enterprises. Up fo the date of this report, this fransaction has not been
complefed.

The Group entered info an agreement with the People’s Government of Li Qiao
Town for the tfermination of the joint development project of a piece of land
which is adjacent to the eastern side of Beljing Capital Airport, the PRC. Details
of these are setf out in nofe 10.
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ANALYSIS OF THE GROUP’S PERFORMANGCE

The Group’s turnover for the six months ended 30th June, 2003 totaled HKS1.736 billion,
representing an increase of 1.8% from HKS$1.706 billion over the comparable period last
year. The turnover in toll highway operation, property investment, hotel operation and
heavy industry was no longer consolidated following the disposal or restructuring of those
operations. The decrease in turnover from those operations was offset by the increase in
turnover from the tires operation.

The Group's unaudited consolidated loss for the six months ended 30th June, 2003 reduced
by 12.9% to HKS$132.7 million as compared to HK$152.4 million in the last corresponding
period. The net loss for the period was mainly atftributable to the Group's sharing of losses
of its associates during the period.

LIQUIRITY AND FINANCIAL RESOURCES

During the first half of 2003, the Group financed its operations mainly through cash
generated from its business activities, banking facilities provided by ifs principal bankers
and proceeds from disposal of investments,

The Group’s short-term bank loans and other borrowings decreased from approximately
HK$997 million as at 31st December, 2002 to approximately HKS906 miliion as at 30th June,
2003. Long-term bank loans and other borrowings increased from approximately HK$87
million as at 31st December, 2002 to approximatety HKS$182 million as at 30th June, 2003.
As a result, the Group’s total bank loans and other borrowings increased from
approximately HKS$1.084 million as at 31st December, 2002 to approximately HKS$1,095
million as at 30th June, 2003 representing an increase of 1.0%. The gearing ratio, calculated
to the total long-term bank loans and other borrowings divided by fotal shareholders’
funds increased from 0.050 to 0.120. The Group’s total borrowings of HKS$ 1,095 million were
mainly denominated in HK dollars and Renminbi, and the rmaturity profile spreads over a
period of five years with approximately HKS906 million repayable within one year,
approximately HK$189 million repayable fwo to five years. Non-HK dollar denominated
loans are directly related to the Group’s businesses in the countries of the currencies
concerned.

As at 30th June, 2003, total bank borrowings of the Group amounted to cpproximately
HK$1,044 million and over 90% of the Group’s bank borrowings bear inferest ot fixed rates
and the remaining were at floating rates.

During the period under review, capital expenditure aggregated to approximately HK$284
million and was used primarily for expansion of existing facilities. The Group's capital
expenditures will continue ¢ be funded primarily from cash generated from operations,
cash on hand or by bank borrowings or a combination of both as required.
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Cash and bank balances amounted to approximately HK$341 million, and is mainly
denominated in Hong Kong dollars, Renminbi and Australian dollars. The Company does
not expect significant exposure to exchange rate and interest rate fluctuations. As a
result, the Group did not enter info any foreign exchange contracts, currency swaps or
other financial derivatives.

SICNIFICANT INVESTMENTS

China Enterprises Limited (carried on business in Hong Kong as China Tire Holdings Limited)
(“China Enterprises”)

In the first half of 2003, China Enterprises generated revenueas of RMB1.7 billion compared
fo the restated revenues of RMB1.2 billion for the corresponding period in the previous
year, It increased its nef loss by 4.8% to RMB24.2 miilion. The foss incurred during the period
was mainly attributable to the share of losses in its travel business related affiliate. The
travel business in the Greater China Region wos dampened by the outbreak of the Severe
Acute Respiratory Syndrome (the "SARS”) in first half of 2003. However, the business
rebounded in the second haif of the year as the unfavorable effects of the epidemic
subsided.

In January 2003, China Enterprises disposed of its entire interest in Yinchuan C.S.1.
(Greatwal)) Rubber Co., Limited (*Yinchuan CS1”) for a consideration of RMB35.0 million.
On 15th June, 2003, China Enterprises enfered into a contract with an independent third
party, Hangzhou Industrial & Commercial Trust & Investment Co., Limited ("Hangzhou
1&C"), for disposal of a 25% interest in Hangzhou Zhongce Rubber Co.. Limited ("Hangzhou
Zhongce™), currently a 51% owned subsidiary of China Enterprises, for a consideration of
approximately RMB164.7 million in order to widen the shareholders’ base of Hangzhou
Zhongce. The Company considers the sale tfo be beneficial 1o both the further
development of Hangzhou Zhongce in the PRC and its future value to the Company. The
sale is conditional upon the parties receiving approval of the fransaction from the China
Commercial Department, an agency of the government of the PRC.

MR! Holdings Limited (“MRI”)

During this accounting period, Australic Net.Com Limited has undergone a name change
o MRI Holdings Limited (ASX code: MRI) and a change of status with the Australion Stock
Exchange Limited ("ASX") from a cash box company to a listed investment company.

MRI' has continued to investigate investment opportunities and this has culminated in an
investment of AS4 million in Fruit Project Australia ("FPA”) (an integrated fruit growing,
packing and export operation based in the southwest of Western Australia) by way of a
convertible note. The note is inferest bearing af o fixed interest rate of 8% per annum and
is repayable within 3 years. The note is convertible to equity by way of shares af a 30%
discount to market if FPA lists on the ASX or 30% discount to valuation otherwise and the
decision to convert is with MRI.

MRI continues to look for suitable investrment opportunities.
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Tung Fong Hung Investment Limited (“Tung Fong Hung”)

Despite of the sluggish retail market under a slowly recovering economy, Tung Fong Hung
incurred a net loss for the first half year of 2003 amounting to approximately HK$4.2 million
as compared o HK$18.5 million for the corresponding period in the previous year. The
significant reduction in net loss was largely a result of the management’s continuing efforts
jo enhance operational efficiency and reduced running expenses,

Unfortunately, after the outbreak of the SARS, local retail sales further dropped. However,
with the containment of SARS and the infroduction of the Mainland-Hong Kong Closer
Economic Partnership Arrangement which led to the improvement of tourist business from
China, the management believes that ifs turnover will recover in the foreseeable future.

Tung Fong Hung has been aggressively developing new procducts to suif the current market
needs and widen the product range with an aim to stimulate revenue. In particular, new
products such as nano-masks and [EMILA ] received favourable market response
during the outbreak of the SARS. It reduced the negative impact of the SARS o the
performance of Tung Fong Hung to some extent, Besides, the network of concessionary
counters in the PRC continued fo capitalize on the growing demand in China.

On 30th July 2003, the western pharmaceutical manufacturer, Jean-Marie Pharmacal
Company Limited ("Jean-Marie”) disposed its 50% interest to a strategic partner. This
sfrategic move further strengfhens Jean-Marie's manufacturing capabilities for
biotechnology and health-related products.

PROSPECTS

Following series of group reorganization exercise, the Group has already fully diversified
its scope of operations in the context of risk management. This prepares the Group to be
rmore well-positioned to capture the upsides once the global economy recovers.

As markets in the Greater China Region keep improving from the unfavorable effects of
the SARS together with various re-vitalization programmes launched by respective
governments, the management is confident that economic and commercial activities in
the region would be recovered before the end of 2003. More and more investment
opportunities with great potential would emerge while capital markets in the region would
become active once again. The Group is prepared to maintain its concurrent conservative
and cautious posture to tackle any forthcoming challenges and to seize all chances of
wealth creation.
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CORPORATE DEVELOPMENTS

In January 2003, China Enterprises, a non-wholly owned subsidiary of the Company, and
Ningxia Yinchuan Rubber Manufacturing ("Ningxia Yinchuan™) entered into a conditional
sale and purchase agreement pursuant to which China Enterprises agreed 1o sell its entire
51% interest in Yinchuan CS! to Ningxia Yinchuan for the consideration of RMB35 million
(equivalent to approximately HKS$33 million).

Upon completion of the Group reorganisation in 2002, in order to maintain adequate
public float for shares of Rosedale Hotel, the Company as the ultimate controlling
shareholder of Rosedale Hotel, disposed 265,000,000 shares of Rosedale Hotel at
considerction of HK$0.072 per share in May 2003. The shareholding interest in Rosedale
Hotel of the Company has reduced to approximately 22.7% of the issued shares of
Rosedale Hotel, and approximately 28.1% of the issued shares of Rosedale Hotel are held
in the hands of the public which is in compliance with Rule 8.08 of the Listing Rules on the
Stock Exchange.

In June 2003, China Enterprises and Hangzhou 1&C entered info an agreement, pursuant
to which China Entferprises agreed to dispose of its 25% interests in Hangzhou Zhongce to
Hangzhou I&C for the consideration of RMB164,659,656.90 (equivalent to HK$155,178,265.00).

In July 2003, Hanny Holdings Limited ("Hanny") and Paul Y. — ITC Construction Holdings
Limited ("Paul Y. ") jointly announced that Well Orient Limited (*"Well Orient”) and Calisan
Developments Limited ("Calisan”), each being indirect wholly-owned subsidiary of Hanny
and Paul Y. respectively, fo make a voluntary conditional cash offer at the price of HKS0.10
for each share of the Company (the “Shares”) and HKS0.001 for each warrant of the
Company (the "Warrants”) respectively, other than those presently owned by Well Orient
and Calisan (the “Offerors”) and their concert parties, in order to increase the aggregate
shareholdings of the Offerors in the Company to over 80% of the issued share capital of
the Company, Kingsway SW Securities Limited ("Kingsway SW Securities”) has been
appointed by the Offerors to stand in the market o acquire Shares at o price of no more
than HKS$0.10 per Share. On 9th July, 2003, Kingsway SW Securities, on behalf of the Offerors,
purchased 49,665,000 Shares, representing 5.98% of the issue share capital of the
Company, at the open market af a price of HK$0.10 per Share. Affer the purchase on 9th
July, 2003, the Offerors and their concert parties were interested in 291,675,000 Shares,
representing approximately 35.16% of the issued share capital of the Company, thus
triggering a mandatory offer during the offer period of a voluntary offer under Rule 26 of
the Takeovers Code.
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The Offerors notified the Company on 21st July, 2003 that the offer price under the Share
offer is to be increased from HKS0.10 to HKS0.139 per Share and the Offerors, through
Kingsway SW Securities, will make a mandatory conditional cash offer at the price of
HKS$0.139 for each Share and HKS0.001 for each Warrant respectively, other than Shares
and Warrants presently owned by the Offerors and parties acting in concert with the
Offerors, and to cancel all outstanding options of the Company (the “Options”) at
HKS0.001 per Option.

In addition to the acqguisition of 49,665,000 Shares on 9th July, 2003, the Offerors also
jointly purchased 161,680,000 Shares, representing 19.49% of the voting rights in the
Company, at a price of HK$0.139 per Share on 11th August, 2003. Including the valid
acceptances of the Share offer in respect of 77,510 Shares received by the Offerors as at
11th August, 2003, the Offerors and their concert parties hold 453,432,510 Shares,
representing 54.67% of the voting rights in the Company on 11th August, 2003 and thus,
the condition to which the offers are subject has been safisfied and the offers have
become uncondifional on 11th- August, 2003.

Upon close of the offers, the Offerors and their concert parties are interested in 518,329,589
Shares, representing approximately 62.49% of the existing issued shares of the Company
and 48,285,900 units of Warrants, representing approximately 29.11% of the outstanding
Warrants. All outstanding Options were cancelied on 29th August, 2003. The Company
became an associated company of Hanny and Paul Y..

NUMBER OF EMPLOYEES, REMUNERATION POLICIES AND SHARE OPTION SCHEME
As at 30th June, 2003, the Group employed approximately 7,644 staff, Remuneration

packages comprised of salary and year-end bonuses based on individual merits, No share
options were granted or exercised during the period ended 30th June, 2003.
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INTERIM DIVIDEND

The directors do not recommend the payment of an interim dividend for the six months
ended 30th June, 2003 (2002; Nib).

DIRECTORS’ INTERESTS

As af 30th June, 2003, the interests and short positions of the directors of the Company
(the "Directors”) in the shares, debentures or underlying shares of the Company or any of
its associated corporations (within the meaning of the Part XV of the Securities and Futures
Ordinance (the "SFO”)) or which were required, pursuant to section 352 of the SFC to be
entered in the register referred fo therein or which were reqguired to be notified fo the
Company and The Stock Exchange of Hong Kong Limited (the "Stock Exchange”) pursuant
to the Model Code for Securities Transactions by Directors of Listed Companies were Qs
follows:

() The Company

a. Shares and (in respect of equity derivatives) Underlying Shares

No, of
underlying
shares in respect
long of the warrants Approximate
position/ Nature of Number of (the “2003 percentoge
Name of Director short position  interest shares held Warants”)  of shareholding
(Nate 2)
Chan Kwok Long Position  Corporate 120,660,000 24,132,000 17.46%

Keung, Charles (Note])
Notes:

1. Chan Kwok Keung, Charles is deemed to be interested in 120,660,000 shares in the
Company and the 2003 Warrants for 24,132,000 shares in the Company held by
Cdlisan by virtue of his interast in Chinaview International Limited (" Chinaview”) which
has a contfroliing inferest in Calisan. Details of which are disclosed under the heading
“Substantial Shareholders”.

2. The 2003 Warrants are listed equity derivatives and exercisable at any time during
the period from 29th August, 2002 to 31st December, 2003 at a subscription price of
HKS0.16 per share (subject to adjustment).

b. Share Options (Note)

Exercisable Number of
Name of Director Date of grant period share options Exercise price
(HKS)
18/01/2000 —
Chan Ling. Eva 12/01/2000 17/01/2005 75,000 3.145

Nofte:

The share option scheme of the Company adeopted on 20th July, 1992 (the "Old Share
Option Scheme”) was terminated and a new option scheme (the "New Share Option
Scheme”) was adopted by the Company at the general meeting held on 4th June, 2002
to comply with Chapter 17 of the Rules Governing the Listing of Securities on the Stock
Exchange. However, all options granted prior to the termination of the Old Share Opftion
Scheme shall remain in full force and effect.

No share options under the New Share Scheme have been granted by the Company to,
nor have any options under the Cld Share Option Scheme been exercised by, any person
during the half year ended 30th June, 2003.
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(1) Associated Corporation

Long position/
Name of Director Name of company Nature of interest short position No. of shares
Chan Kwok Ananda Wing On Personal Long posifion 17,280,000
Keung, Charles Travel (Holdings) Limited
Dong Fang Gas Personal Long position 2,520,900
Holdings Limited

As af 30th Juns, 2003, no short positions were recorded in the Register of Directors’
and Chief Executives’ Interests and Short Positions required to be kept under
Section 352 of the SFO.

Save as disclosed above, as at 30th June, 2003, none of the Directors or chief
executive of the Company had any interest or short position whether beneficial or
non-beneficial, in the shares or underlying shares and debentures of the Company
or any of its associated corporations (with the meaning of Part XV of the SFO).

SUBSTANTIAL SHAREHOLDERS

The register of substantial shareholders maintained under Section 336 of the SFO shows
that, as at 30th June, 2003, the Company had been notified of the following interests in
the Company:

No. of underlying
shares in respect

of the 2003 Petrcentage of
Nome Nature of interest Number of shares Warrants held issued share capital
Calisan Personal (Note 1) 120,660,000 24,132,000 17.46%
Great Decision Limited Corporate (Note 1) 120,660,000 24,132,000 17.46%
Paul'y. — ITC Investments
Group Limited Corporate (Note 1) 120,660,000 24,132,000 17.46%
Paul Y. — ITC Construction
Holdings (B.V.).) Limited Corporate (Note 1) 120,660,000 24,132,000 17.46%
Paul'Y. — ITC Construction
Holdings Limited Corporate (Nofe 1) 120,660,000 24,132,000 17.46%
Hollyfield Group Limited Corporate (Note 1) 120,660,000 24,132,000 17.46%
ITC Investment Holdings Limited Corporate (Note 1) 120,660,000 24,132,000 17.46%
ITC Corporation Limited Corporate (Note 1) 120,660,000 24,132,000 17.46%
Galaxyway Investments Limited Corporate (Note 1) 120,660,000 24,132,000 17.46%
Chinaview Corporate (Note 1) 120,660,000 24,132,000 17.46%
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No. of underlying
shares in respect

of the 2003 Percentage of
Nome Nature of interest ~ Number of shares Worrants held  issued share capital
Ng Yuen Lan, Macy Family (Note 2) 120,660,000 24,132,000 17.46%
Chan Kwok Keung, Charles Cormporate (Note 1) 120,660,000 24,132,000 17.46%
Well Orient Personal (Note 3) 120,660,000 24,132,000 17.46%
Powervote Technology Limited Carporate (Note 3) 120,660,000 24,132,000 17.46%
Honny Magnefics (8. V.I.) Limited  Corporafe (Note 3) 120,660,000 24,132,000 17.46%
Hanny Holdings Limited Corporate (Note 3) 120,660,000 24,132,000 17.46%
BNP Paribas S.A. Corporate (Note 4) 70,263,353 42,188.01 13.55%
Quartet Assets Limited Personal (Nofe 5) 66,215,250 - 7.98%
Oei Hong Leong Corporate (Note 5) 66,215,250 - 7.98%
Summers Overseas Limited Personal and 45,245,484 4,251,000 5.97%

Corporate (Note 6)

Choo Yeow Ming Corporate (Note 7) 45,245,484 4,251,000 5.97%
Noftes:

1.

Chan Kwok Keung, Charles ("Dr. Chan”) owns the entire inferest of Chinaview which in turn
owns the entire interest in Galaxyway Investments Limited ("Galaxyway ™). Galaxyway owns more
than one-third of the entire issued ordinary share capital of ITC Corporation Limited ("ITC”). ITC
owns the entire interest of ITC Investment Holdings Limited ("ITC Investment”). ITC Investment
owns the entire interest in Hollyfield Group Limited ("Hollyfield”). Hollyfield owns more than one-
third of the entire issued share capital of Paul Y. — ITC Construction Holdings Limited ("Paul Y.”).
Paul Y. owns the enfire interest of Paul Y. — ITC Construction Holdings (B.V.1.) Limited ("PYBVI")
which in turn owns the entire inferest in Paul Y. — ITC Investments Group Limited ("PYITCIG").
PYITCIG owns the entire interest of Great Declsion Limited ("GDL") which in furn owns the enfire
interest in Catisan. Accordingly, GDL, PYITCIG, PYBV!, Paul Y., Hollyfield, ITC Investment, ITC,
Galaxyway, Chinaview and Dr. Chan are deemed to be interested 120,660,000 shares of the
Company and the 2003 Warrants for 24,132,000 shares of the Company which are held by Calisan.

Ng Yuen Lan, Macy Is a spouse of Dr. Chan and deemed to be inferested in 120,660,000 shares
of the Company and the 2003 Warrants for 24,132,000 shares of the Company held by Calisan.

Well Orient is wholly-owned by Powervote Technology Limited ("PTL") which is in turn owned by
Hanny Magnetics (B.V.1) Limited ("Hanny Magnetics”). Hanny Magnetics is wholly-owned by
Hanny Holdings Limited (“"Hanny”). PTL, Honny Magnetics and Hanny were deemed 1o be
interested in 120,660,000 shares of the Company and the 2003 Warrants for 24,132,000 shares of
the Company which were held by Weil Orient.

BNP Paribas Peregrine Investrment Limited ("BNPI) is wholly-owned by BNP Paribas Peregrine
Limited ("BNPL") which is in furn owned by BNP Equities Asia Limited ("BNPA"). BNPA is wholly-
owned by BNP Paribas S A. ("BNPSA™). BNPL, BNPA and BNPSA were deemed to be interested in
70,263,353 shares of the Company and the 2003 Warrants for 42,158,011 shares of the Company
which were held by BNPI.

Oei Hong Leong ("Mr. Oei”) is deemed to be inferested in 66,215,250 shares of the Company
through his inferest in Quartet Assefs Limited which is a company wholly and beneficially owned
by Mr. Oel.
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6. Hyper Joy Finance Limited which directly owns 21,255,000 shares of the Company and the 2003
Warrants for 4,251,000 shares of the Company, is a wholly-owned subsidiary of Summers Overseas
Limited ("Sumrners Overseas”). Summers Overseas directly owns 23,990,484 shares of the
Company. Accordingly, Summers Overseas is deemed to be inferested in aggregate of 45,245,484
shares of the Company and the 2003 Warrants for 4,251,000 shares of the Company.

7. Choo Yeow Ming ("Mr. Choo™) is deemed to be interested in 45,245,484 shares of the Company
and the 2003 Warrants for 4,251,000 shares of the Company through his interest in Summers
Qverseas which is a company wholly and beneficially cwned by Mr. Choo.

All the interests stated above represent long positions. As at 30th June, 2003, no short
positions were recorded in the Register of Interests in Shares and Short Positions required
to be kept under Section 336 of the SFO.

AUDRIT COMMITTEE

The audit committee of the Company comprises Mr. David Edwin Bussmann and Ms, Fung
Wan Yiu, Agnes who are Independent Non-Executive Directors. The audit commitfee has
reviewed with management the accounting principles and practices adopted by the
Group and discussed auditing, internal control and financial reporting matters including
the review of the unaudited interim financial report for the six months ended 30th June,
2003.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

There was no purchase, sale or redemption of the listed securities of the Company by the
Company or its subsidiaries during the period.

CODE OF BEST PRACTICE

None of the directors of the Company is aware of any information that would reasonably
indicate that this is not complied with the Code of Best Practice (the "Code”) as set out
in Appendix 14 of the Listing Rules throughout the accounting pericd covered by the
interim report, except that the Independent Non-Executive Directors of the Company
are not appointed for specific ferms as subject to retirement by rofation and re-election
at the annual general meeting in accordance with the Company’s Articles of Association.

By Order of the Board
Dr. Chan Kwok Keung, Chatles
Chairman

Hong Kong. 25th September, 2003,
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ile No. 82-3596
THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IM! Fe o

If you are in any doubt as to any aspect of this Document or as to the action to be taken, you should consult your
licensed securities dealers, bank manager, solicitor, professional accountant or other professional adviser.

If you have sold or transferred all your shares in and, or, warrants of China Strategic Holdings Limited, you should
at once hand this Document to the purchaser or transferee or to the bank, licensed securities dealers or other agent
through whom the sale or transfer was effected for transmission to the purchaser or transferee.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this Document, makes no
representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss
howsoever arising from or in reliance upon the whole or any part of the contents of this Document.

[
Y/
CHINA STRATEGIC HOLDINGS LIMITED
7R K 5 R & F

(Incorporated in Hong Kong with limited liability)

Recommendations to the Independent China Strategic Shareholders,
Independent China Strategic Warrantholders and China Strategic Optionholder
regarding the unconditional cash offer by

e

e
81} i

Kingsway SW Securities Limited
on behalf of
Calisan Developments Limited and Well Orient Limited,
each being indirect wholly-owned subsidiary of
Paul Y. - ITC Construction Holdings Limited and
Hanny Holdings Limited respectively,
to acquire all the issued China Strategic Shares and
outstanding China Strategic Warrants, other than
the China Strategic Shares and China Strategic Warrants presently
owned by the Offerors and parties acting in concert with them,
and to cancel all outstanding China Strategic Options

Independent financial adviser to the Independent Director

okl

FIRST SHANGHAL GROUP

First Shanghai Capital Limited

A letter from the Independent Director containing his recommendations in respect of the Offers is set out on page 13
of this Document.

A letter from First Shanghai Capital Limited containing its advice to the Independent Director in respect of the Offers
is set out on pages 14 to 28 of this Document.

26 August 2003
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EXPECTED TIMETABLE

2003

Latest time and date for acceptance of the Offers ... .......... 4:00 p.m. on Tuesday, 9 September

Closing Date (Note 1) .. ... Tuesday, 9 September

Announcement of results of the Offers

to be posted on the Stock Exchange’s website . ... .......... 7:00 p.m. on Tuesday, 9 September
Announcement of results of the Offers

to be published in the newspapers ............. ... .. ... ........ Wednesday, 10 September
Latest date for posting of remittances for the

amounts due under the Offers in respect of

valid acceptances received under

the Offers (Note 2) .. . . . . e Friday, 19 September

Notes:

i The Offers, which have become unconditional, will close on Tuesday, 9 September 2003 unless the Offerors revise or extend
the Offers in accordance with the Takeovers Code. The Offerors reserve the right to extend the Offers until such date as they
may determine. The Offerors will issue an announcement through the Stock Exchange’s website by 7:00 p.m. on the Closing
Date as to whether the Offers have expired, or in relation to any extension of the Offers to state either the next closing date
or the Offers will remain open until further notice. Such announcement will be republished in the newspapers on the next
business day thereafter. If the Offerors decide to extend the Offers, at least 14 days’ notice in writing will be given, before
the Offers are closed, to those China Strategic Shareholders and China Strategic Warrantholders who have not accepted the
Offers.

2. Remittances in respect of the China Strategic Shares, China Strategic Warrants and China Strategic Options tendered under

the Offers will be posted to the relevant China Strategic Shareholders, China Strategic Warrantholders and China Strategic
Optionholder by ordinary post at hisfher own risk within 10 days of the date of receipt by the Registrar or China Strategic
(as the case may be) of all the relevant documents which render the relevant acceptances under the Offers complete and valid.

All time references contained in this Document refer to Hong Kong time.




DEFINITIONS

In this Document, the following expressions have the meanings set out below unless the context

requires otherwise:

“Annual Report”

“associate(s)”

“Calisan Developments”

“CCASS”

“China Strategic” or “Company”

“China Strategic Board”
“China Strategic Director(s)”
“China Strategic Group”

“China Strategic Option(s)”

“China Strategic Optionholder”
“China Strategic Share(s)”
“China Strategic Shareholder(s)”

“China Strategic Warrant(s)”

“China Strategic Warrantholder(s)”

“Closing Date”

“Document”

“Dr. Charles Chan”

the annual report of China Strategic which contains the
published audited financial statements of China Strategic for the
financial year ended 31 December 2002

has the meaning ascribed thereto under the Listing Rules
Calisan Developments Limited, a company incorporated in the
British Virgin Islands with limited liability, which is an indirect

wholly-owned subsidiary of Paul Y. - ITC

the Central Clearing and Settlement System established and
operated by Hong Kong Clearing

China Strategic Holdings Limited, a company incorporated in
Hong Kong with limited liability, the securities of which are
listed on the Stock Exchange

the board of China Strategic Directors

the director(s) of China Strategic

China Strategic and its subsidiaries

share option(s) granted by China Strategic under the share
option scheme adopted on 20 July 1992 '

holder of China Strategic Options
share(s) of HK$0.10 each in the share capital of China Strategic
holder(s) of China Strategic Share(s)

warrant(s) of China Strategic carrying rights to subscribe for
165,893,682 China Strategic Shares at the subscription price of
HK$0.16 per China Strategic Share, at any time from 29th
August, 2002 up to and including 31st December, 2003

holder(s) of China Strategic Warrant(s)

9 September 2003 or if the Offers are extended, the closing date
of the Offers as extended by the Offerors in accordance with the
Takeovers Code

this response document dated 26 August 2003 issued by China
Strategic in accordance with the provisions of the Takeovers
Code

Dr. Chan Kwok Keung, Charles, the chairman and executive
director of ITC Corporation, Hanny, Paul Y. - ITC, and China
Strategic




DEFINITIONS

“Executive”

“First Shanghai”

“Hanny”

“Hanny Group”

“Hong Kong”

“Hong Kong Clearing”

“Independent China Strategic
Shareholder(s)”

“Independent China Strategic
Warrantholder(s)”

“Independent Director”

“Independent Third Parties”

“ITC Corporation”

“Joint Announcement”

“Kingsway Capital”

the Executive Director of the Corporate Finance Division of the
SFC and any delegates of the Executive Director

First Shanghai Capital Limited, a deemed Licensed Corporation
for type 6 regulated activity (advising on corporate finance)
under the SFO and the independent financial adviser to the
Independent Director in relation to the Offers

Hanny Holdings Limited, a limited Iliability company
incorporated in Bermuda, the shares of which are listed on the
Stock Exchange

Hanny and its subsidiaries

the Hong Kong Special Administrative Region of the People’s
Republic of China

Hong Kong Securities Clearing Company Limited

China Strategic Shareholder(s) other than the Offerors and their
concert parties

China Strategic Warrantholder(s) other than the Offerors and
their concert parties

Mr. David Edwin Bussmann, an independent non-executive
director of China Strategic, duly appointed by the China
Strategic Board for the purpose of advising the Independent
China Strategic Shareholders, the Independent China Strategic
Warrantholders and the China Strategic Optionholder in respect
of the Offers

parties not connected nor acting in concert with the directors,
chief executives or substantial shareholders of China Strategic
or any of its subsidiaries or an associate of any of them

ITC Corporation Limited, a company incorporated in Bermuda
with limited liability, the securities of which are listed on the
Stock Exchange

the joint announcement made by ITC Corporation, Hanny, Paul
Y. - ITC and China Strategic on 8 July 2003 regarding the Offers

Kingsway Capital Limited, a fellow subsidiary of Kingsway SW
Securities, a deemed Licensed Corporation for type 4 (advising
on securities), type 6 (advising on corporate finance) and type 9
(asset management) regulated activities under the SFO and the
financial adviser to Hanny and Paul Y. - ITC in relation to the
Offers




DEFINITIONS

“Kingsway SW Securities”

“Latest Practicable Date”

“Licensed Corporation”

“Listing Rules”

“Offer Document”

“Offer Period”

“Offerors”

“Offers”

“Option Offer”

“Paul Y. - ITC”

“Paul Y. - ITC Group”

“PRC”

“Registrar”

“Relevant Period”

Kingsway SW Securities Limited, a fellow subsidiary of
Kingsway Capital and a deemed Licensed Corporation for type
1 (dealings in securities), type 4 (advising on securities), type 6
(advising on corporate finance), type 7 (providing automated
trading services) and type 9 (asset management) regulated
activities under the SFO

23 August 2003, being the latest practicable date prior to the
printing of this Document for the purpose of ascertaining certain
information for inclusion in this Document

a party falling within the definition of “licensed corporation” in
the SFO

the Rules Governing the Listing of Securities on the Stock
Exchange

the document issued by the Offerors dated 29 July 2003
containing the details of the Offers and the accompanying forms
of acceptance and form of renunciation despatched by the
Offerors on the same date

the period commencing from Tuesday, 8 July 2003, being the
date of the Joint Announcement giving, amongst other things,
details on the Offers until the Closing Date

Calisan Developments and Well Orient
the Share Offer, Warrant Offer and Option Offer

the unconditional cash offer of HK$0.001 per China Strategic
Option to cancel all the outstanding China Strategic Options on
the terms and subject to the conditions contained in the Offer
Document

Paul Y. - ITC Construction Holdings Limited, a company
incorporated in Bermuda with limited liability, the securities of
which are listed on the Stock Exchange

Paul Y. - ITC and its subsidiaries

The People’s Republic of China and for the purpose of this
Document, excluding Hong Kong, the Macau Special
Administrative Region of the People’s Republic of China and
Taiwan

Standard Registrars Limited, the share and warrant registrar of
China Strategic, at Ground Floor, Bank of East Asia, Harbour
View Centre, 56 Gloucester Road, Wanchai, Hong Kong

the period commencing on the date falling six months prior to
the date of the Joint Announcement and ending on the Latest
Practicable Date




DEFINITIONS

“ SFC”

@ SFO”

“Share Offer”

“Stock Exchange”

LE)

“Supplemental Announcement

“Takeovers Code”

“Warrant Offer”

“Well Orient”

“HK$”

the Securities and Futures Commission

the Securities and Futures Ordinance (Chapter 571 of the Laws
of Hong Kong)

the unconditional cash offer of HK$0.139 per China Strategic
Share to acquire all the issued shares in China Strategic, other
than those China Strategic Shares presently owned by the
Offerors and their concert parties, on the terms and conditions
set out in the Offer Document

The Stock Exchange of Hong Kong Limited

the announcement dated 21 July 2003 made jointly by ITC
Corporation, Hanny, Paul Y. - ITC and China Strategic regarding
the Offers

The Hong Kong Code on Takeovers and Mergers

the unconditional cash offer of HK$0.001 per China Strategic
Warrant to acquire all the outstanding China Strategic Warrants,
other than those China Strategic Warrants presently owned by
the Offerors and their concert parties, on the terms and
conditions set out in the Offer Document

Well Orient Limited, a company incorporated in Hong Kong
with limited liability, which is an indirect wholly-owned

subsidiary of Hanny

Hong Kong dollars, the lawful currency of Hong Kong




LETTER FROM THE CHINA STRATEGIC BOARD
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CHINA STRATEGIC HOLDINGS LIMITED
PR EBAER A A

(Incorporated in Hong Kong with limited liability)

Executive Directors. Registered office:

Dr. Chan Kwok Keung, Charles 8th Floor, Paul Y. Centre
(chairman and chief executive officer) 51 Hung To Road

Dr. Yap, Allan (vice chairman) Kwun Tong

Mr. Li Wa Kin (deputy managing director) Kowloon

Ms. Chau Mei Wah, Rosanna Hong Kong

Ms. Chan Ling, Eva

Alternate Directors.
Mr. Chan Kwok Hung
(Alternate to Dr. Chan Kwok Keung, Charles)
Mr. Lui Siu Tsuen, Richard (Alternate to Dr. Yap, Allan)

Independent non-executive Directors:
Mr. David Edwin Bussmann
Ms. Fung Wan Yiu, Agnes

26 August 2003

To the China Strategic Shareholders, China Strategic
Warrantholders and China Strategic Optionholder

Dear Sir or Madam,

THE UNCONDITIONAL CASH OFFER

INTRODUCTION

Referring to the Joint Announcement dated 8 July 2003 issued by ITC Corporation, Hanny, Paul Y.
- ITC and China Strategic with respect to the Offers in which the Offerors announced to make a voluntary
conditional cash offer at the price of HK$0.10 for each China Strategic Share and HK$0.001 for each
China Strategic Warrant respectively other than those already owned by the Offerors and their concert
parties, in order to increase the aggregate shareholdings of the Offerors in China Strategic to over 50% of
the issued share capital of China Strategic, Kingsway SW Securities has been appointed by the Offerors
to stand in the market to acquire China Strategic Shares at a price of no more than HK$0.10 per China
Strategic Share. On 9 July 2003, Kingsway SW Securities, on behalf of the Offerors, purchased 49,665,000
China Strategic Shares, representing 5.98% of the issued share capital of China Strategic, at the open
market at a price of HK$0.10 per China Strategic Share. After the purchase on 9 July 2003, the Offerors
and their concert parties are interested in 291,675,000 China Strategic Shares, representing approximately
35.16% of the issued share capital of China Strategic, thus triggering a mandatory offer during the offer
period of a voluntary offer under Rule 26 of the Takeovers Code.

On 21 July 2003, the Offerors have notified China Strategic that the offer price under the Share Offer
is to be increased from HK$0.10 to HK$0.139 per China Strategic Share and the Offerors, through
Kingsway SW Securities, will make a mandatory conditional cash offer at the price of HK$0.139 for each
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China Strategic Share and HK$0.001 for each China Strategic Warrant respectively, other than the China
Strategic Shares and the China Strategic Warrants presently owned by the Offerors and parties acting in
concert with the Offerors, and to cancel all outstanding China Strategic Options at HK$0.001 per China
Strategic Option.

In addition to the acquisition of 49,665,000 China Strategic Shares on 9 July 2003, the Offerors also
jointly purchased 161,680,000 China Strategic Shares, representing 19.49% of the voting rights in China
Strategic, at a price of HK$0.139 per China Strategic Share on 11 August 2003. Including the valid
acceptances of the Share Offer in respect of 77,510 China Strategic Shares received by the Offerors as at
11 August 2003, the Offerors and their concert parties hold 453,432,510 China Strategic Shares,
representing 54.67% of the voting rights in China Strategic on 11 August 2003 and thus, the condition to
which the Offers are subject has been satisfied and the Offers have become unconditional on 11 August
2003.

Mr. David Edwin Bussmann, an independent non-executive director of China Strategic, has been
appointed to advise the Independent China Strategic Shareholders, Independent China Strategic
Warrantholders and China Strategic Optionholder as to whether the terms of the Offers are fair and
reasonable insofar as the interests of the Independent China Strategic Shareholders, Independent China
Strategic Warrantholders and China Strategic Optionholder are concerned. Other China Strategic Directors
are not regarded as independent in respect of the Offers for the following reasons:

1. Dr. Charles Chan, the chairman and chief executive officer of China Strategic, is deemed to be
the substantial shareholder of China Strategic. Dr. Charles Chan is the chairman of each of ITC
Carporation, Paul Y. - ITC and Hanny, and is also deemed to be the substantial shareholder of
each of ITC Corporation, Paul Y. - ITC and Hanny. Dr. Charles Chan has interests in the
convertible notes issued by ITC Corporation and 4,000,000 share options in Hanny;

2. Dr Yap, Allan, the vice chairman and an executive director of China Strategic, is the managing
director of Hanny and a director of Well Orient. Dr. Yap is also interested in 3,250,000 share
options in Hanny;

3.  Mr. Li Wa Kin, the deputy managing director of China Strategic, is a salaried director;

4.  Ms. Chau Mei Wah, Rosanna, an executive director of China Strategic, is the managing director
of ITC Corporation and an executive director of Paul Y. - ITC and a director of Calisan
Developments;

5. Ms. Chan Ling, Eva, an executive director of China Strategic, is a salaried director and is
interested in 75,000 China Strategic Options. Ms. Chan is also interested in 500 shares in
Hanny;

6.  Mr. Chan Kwok Hung, an alternate director to Dr. Charles Chan, is an executive director of
Hanny and ITC Corporation. Mr. Chan is interested in 1,750,000 share options in Hanny. Mr.
Chan is the younger brother of Dr. Charles Chan; and

7.  Mr. Lui Siu Tsuen, Richard, an alternate director to Dr. Yap, Allan, is the deputy managing
director of Hanny and a director of Well Orient. Mr. Liu is also interested in 1,750,000 share
options in Hanny.

8.  Ms. Fung Wan Yiu, Agnes, an independent non-executive director of China Strategic, has acted
as legal advisor with the past two years to i) Rosedale Hotel Group Limited (formerly known
as China Land Group Limited), an associated company of China Strategic and ii) two associated
companies of Paul Y. - ITC of which Paul Y. - ITC holds 45% and 50% of their issued share
capital respectively.

First Shanghai has been appointed to advise the Independent Director in relation to the Offers.

The purpose of the Document is to provide you, among other matters, information relating to the
China Strategic Group and the recommendation of the Independent Director on the Offers, and the advice
of First Shanghai to the Independent Director on the Offers.
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THE OFFERS

Kingsway SW Securities is making unconditional cash offers, on behalf of Offerors, to acquire all
the issued China Strategic Shares and outstanding China Strategic Warrants, other than those already
owned by the Offerors and parties acting in concert with them, and to cancel all outstanding China
Strategic Options on the following bases pursuant to the Takeovers Code:

For each China Strategic Share . ........ ... ... .. ... ... ... .... HK$0.139 in cash
For each China Strategic Warrant ... ......... ... . ............ ... HK$0.001 in cash
For cancellation of each China Strategic Option . . ... . ..... ... ... ... HK$0.001 in cash

China Strategic has issued to Ms. Chan Ling, Eva, an executive director of China Strategic, options
to subscribe for up to 75,000 China Strategic Shares under its share option scheme at a subscription price
of HK$3.145 per China Strategic Share. The China Strategic Options are currently out-of-the-money.
Further, the price of each China Strategic Share is substantially lower than the subscription price of the
China Strategic Options and these China Strategic Options are non-assignable and non-transferable. Taking
into consideration the above factors, Kingsway SW Securities is making an offer, on behalf of the Offerors,
to the China Strategic Optionholder for her to surrender her China Strategic Options for cancellation at
HK$0.001 for each China Strategic Option outstanding pursuant to the Takeovers Code. On 8 July 2003,
Ms. Chan Ling, Eva has undertaken to the Offerors that she will not exercise her China Strategic Options
during the Offer Period.

The Offerors have also informed China Strategic that Kingsway SW Securities, on behalf of the
Offerors, will stand in the market to acquire other China Strategic Shares at a price of no more than
HK$0.139 per China Strategic Share until the end of Offer Period.

The making of the Offers to persons with a registered address in jurisdictions outside Hong Kong
may be affected by the laws of the relevant jurisdictions. China Strategic Shareholders, China Strategic
Warrantholders and China Strategic Optionholder who are citizens or residents or nationals of jurisdictions
outside Hong Kong should inform themselves about and observe any applicable legal requirements. It is
the responsibility of any such person who wishes to accept the Offers to satisfy himself as to the full
observance of the laws of the relevant jurisdiction in connection therewith, including the obtaining of any
governmental or other consent which may be required or the compliance with other necessary formalities
and the payment of any transfer or other taxes due in respect of such jurisdiction.

Pursuant to the Offers, seller’s ad valorem stamp duty in connection with the acceptance of the Share
Offer and/or Warrant Offer amounting to HK$1.00 for every HK$1,000 or part thereof of the consideration
which the accepting China Strategic Shareholders and/or China Strategic Warrantholders will become
liable to pay and will be deducted from the consideration payable on acceptance of the Share Offer and/or
Warrant Offer and will be paid by the Offerors.

Further terms and condition of the Offers, including the procedure for acceptance and renunciation,
are set out in the Offer Document and in the forms of acceptance and form of renunciation.

INFORMATION ABOUT THE OFFERORS

Information about Calisan Developments and Paul Y. - ITC

Calisan Developments, one of the Offerors, is a limited liability company which was incorporated in
the British Virgin Islands on 2 May 1991 and it is an investment holding company. As at the Latest
Practicable Date, Calisan Developments directly holds 226,690,004 China Strategic Shares, representing
approximately 27.33% of issued share capital of China Strategic, and 24,142,950 China Strategic Warrants,
representing approximately 14.55% of the total outstanding China Strategic Warrants. Calisan
Developments is an indirect wholly-owned subsidiary of Paul Y. - ITC.

The principal business of Paul Y. - ITC Group includes building construction, civil engineering,
specialist works, property development and investment, and manufacturing and trading of construction
materials. Its primary business focus is in Hong Kong and the PRC. Paul Y. - ITC is beneficially owned
as to approximately 64.46% by ITC Corporation.
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Information about Well Orient and Hanny

Well Orient, one of the Offerors, is a limited liability company which was incorporated in Hong Kong
on 21 August 2000 and it is an investment holding company. As at the Latest Practicable Date, Well Orient
and its concert parties directly hold 227,380,004 China Strategic Shares, representing approximately
27.41% of issued share capital of China Strategic, and 24,142,950 China Strategic Warrants, representing
approximately 14.55% of the total outstanding China Strategic Warrants. Well Orient is an indirect
wholly-owned subsidiary of Hanny.

The principal business of Hanny Group includes trading of computer related products and consumer
electronic products. Hanny also trades securities and invests in information technology businesses. Hanny
is beneficially owned as to approximately 28.26% by ITC Corporation.

THE INTENTION OF THE OFFERORS REGARDING CHINA STRATEGIC

The Offers will not of itself result in any change in the board of directors, management, business or
the continued employment of the employees, including directors, of China Strategic Group or any of its
associated companies under the control of China Strategic.

The Offerors notified China Strategic that, following the close of the Offers, the Offerors have no
intention to re-deploy fixed assets of China Strategic Group and they intend to continue thé existing
business of China Strategic Group. Further, the Offerors have no intention to inject any assets or businesses
into and/or dispose of any assets or businesses from China Strategic Group immediately after completion
of the Offers. China Strategic is satisfied with such arrangements.

The China Strategic Shares and the China Strategic Warrants to be acquired by Kingsway SW
Securities, on behalf of the Offerors, during the Offers will be distributed to the Offerors in equal
proportion. To ensure that not less than 25% of the China Strategic Shares and China Strategic Warrants
will be held by the public after the Offers, the Offerors will place down their interests in China Strategic
as soon as possible. China Strategic will become an associated company of Hanny and Paul Y. - ITC after
the Offers and the placing.

The following charts summarise the shareholding structure of China Strategic immediately before the
publication of the Supplemental Announcement and after full acceptance of the Offers:

Before the publication of the Supplemental Announcement;

Dr. Charles Chan
34.82%
ITC Corporation 1.06%
(372-HK)
28.26% 64.46%
Concert parties Hanny Paul Y. - ITC Public
of the Offerors (275-HK) (498-HK)
0.08% (Note 2) 17.54% (Note 1) 17.54% (Note 1) 64.84%
China Strategic
- (235-HK)
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After full acceptance of the Offers but before the Offerors place down their interests in China
Strategic:

Dr. Charles Chan

34.82%

ITC Corporation 1.06%

(372-HK)

28.26% 64.46%

Concert parties Hanny Paul Y. - ITC
of the Offerors (275-HK) (498-HK)

0.08% (Note 2) 49.96% 49.96%

China Strategic
(235-HK)

After full acceptance of the Offers and the Offerors place down their interests in China
Strategic:

Dr. Charles Chan
34.82%
ITC Corporation 1.06%
(372-HK)
28.26% 64.46%
Concert parties Hanny Paul Y. - ITC Public
of the Offerors (275-HK) (498-HK)
0.08% (Note 2) 37.46% 37.46% 25%

China Strategic
(235-HK)
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Notes:

1. Before the Offer Period commenced on 8 July 2003 the Offerors are interested in an aggregrate 241,320,000 China
Strategic Shares, representing 29.1% of the issued share capital of China Strategic. On 9 July 2003, the Offerors
purchased 49,665,000 China Strategic Shares on the market, representing 5.98% of the issued share capital of China
Strategic. After the purchase made on 9 July 2003, each of the Offerors is interested in 145,492,500 China Strategic
Shares representing 17.54% of the issued share capital of China Strategic.

During the Offer Period, up to the Latest Practicable Date, valid acceptances of the Share Offer in respect of 332,508
China Strategic Shares have been accepted by the Offerors and a total of 211,727,500 China Strategic Shares have been
acquired through market purchases jointly by the Offerors.

2. As at the Latest Practicable Date, the concert parties of the Offerors are interested in 690,000 China Strategic Shares,
out of which 650,000 China Strategic Shares, representing approximately 0.08% of the issued share capital of China
Strategic, and 40,000 China Strategic Shares, representing approximately 0.005% of the issued share capital of China
Strategic, are held respectively by Ms, Ma Wai Man, Catherine, an independent non-executive director of Hanny and

Ms. Lee Li, the spouse of a director of Hanny’s subsidiary.

INFORMATION ABOUT CHINA STRATEGIC GROUP

China Strategic is an investment holding company and the subsidiaries of which are principally
engaged in the business of tire manufacturing, manufacturing, retailing and distribution of Chinese
medicine, western pharmaceuticals and health food and investment in infrastructure projects.

According the Annual Report, the audited consolidated net asset value of China Strategic Group as
at 31 December 2002 was approximately HK$1,727 million. For the year ended 31 December 2002, China
Strategic Group recorded a net loss of approximately HK$477 million.

Your attention is drawn to Appendix I to the Document which contains further financial information
on the China Strategic Group.

MAINTAINING THE LISTING STATUS OF THE COMPANY

The Offerors will not exercise the power of compulsory acquisition. It is the intention of the Offerors
to maintain the listing of China Strategic on the Stock Exchange after the close of the Offers. The Offerors
and China Strategic have undertaken to the Stock Exchange that appropriate steps following the close of
the Offers will be taken as soon as possible to ensure that not less than 25% of the China Strategic Shares
and China Strategic Warrants will be held by the public. When the Offers close, should there be less than
25% of the China Strategic Shares and China Strategic Warrants in public hands, the directors of the
Offerors presently intend to take appropriate steps which may include, placing down their interest in China
Strategic to Independent Third Parties within one month after closing of the Offers.

The Stock Exchange has stated that it will closely monitor the trading in the China Strategic
Shares and China Strategic Warrants on the Stock Exchange. If the Stock Exchange believes that:

— a false market exists or may exist in the China Strategic Shares and China Strategic
Warrants; or

— there are too few China Strategic Shares and China Strategic Warrants in public hands to
maintain an orderly market, it will consider exercising its discretion to suspend trading in
China Strategic Shares and China Strategic Warrants.

In this connection, it should be noted that upon completion of the Offers, there may be an
insufficient public float for the China Strategic Shares and China Strategic Warrants and, therefore,
trading in the China Strategic Shares and China Strategic Warrants may be suspended until a
sufficient level of public float is attained.

If China Strategic remains a listed company, the Stock Exchange will closely monitor all future
acquisitions or disposals of assets by China Strategic. Any acquisitions or disposals of assets by China
Strategic and its subsidiaries will be subject to the provisions of the Listing Rules. Pursuant to the
Listing Rules, the Stock Exchange has discretion to require China Strategic to issue a circular and

’ — 11 —
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an announcement to its shareholders irrespective of the size of the proposed acquisitions and
disposals of assets by China Strategic, particularly where such proposed acquisitions and disposals
of assets by China Strategic represent a departure from the principal activities of China Strategic.
The Stock Exchange has the power pursuant to the Listing Rules to aggregate a series of acquisitions
and disposals of assets by China Strategic and any such acquisitions and disposals of assets may
result in China Strategic being treated as if it were a new listing applicant and subject to the
requirements for new listing application as set out in the Listing Rules.

TAXATION

China Strategic Shareholders, China Strategic Warrantholders and China Strategic Optionholder are
recommended to consult their own professional advisers if they are in any doubt as to the taxation
implications of accepting the Offers. It is emphasized that none of Kingsway Capital, Kingsway SW
Securities, the Offerors or any of their respective directors or any persons involved in the Offers accepts
responsibility for any tax effects on, or liabilities of, any person or persons as a result of their acceptance
of the Offers.

RECOMMENDATIONS

Your attention is drawn to the letters from the Independent Director and First Shanghai, the
independent financial adviser to the Independent Director, which set out their recommendations in relation
to the Offers and the principal factors considered by them in arriving at their recommendations.

Independent China“ Strategic Shareholders, Independent China Strategic Warrantholders and China
Strategic Optionholder are recommended to read the Offer Document, forms of acceptance and form of
renunciation with due care.

Yours faithfully,
For and on behalf of
China Strategic Holdings Limited
Dr. Chan Kwok Keung, Charles
Chairman

—_ 12 —
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A
4
CHINA STRATEGIC HOLDINGS LIMITED
R E TR & F

(Incorporated in Hong Kong with limited liability)

26 August 2003

To the Independent China Strategic Shareholders,
the Independent China Strategic Warrantholders
and the China Strategic Optionholder

Dear Sir or Madam,

THE UNCONDITIONAL CASH OFFER

I refer to the Document dated 26 August 2003 issued by China Strategic of which this letter forms
part. Terms defined in the Document shall have the same meanings in this letter unless the context
otherwise requires.

I have been appointed as the Independent Director to consider the terms of the Offers and to advise
you as to whether, in my opinion, the terms of the Offers are fair and reasonable so far as the Independent
China Strategic Shareholders, the Independent China Strategic Warrantholders and the China Strategic
Optionholder are concerned. First Shanghai has been appointed as the independent financial adviser to
advise the Independent Director in respect of the terms of the Offers, details of which are set out in the
Offer Document. Details of the advice of First Shanghai and the principal factors taken into consideration
in arriving at its recommendations are set out in the letter from First Shanghai on pages 14 to 28 of the
Document.

I also wish to draw your attention to (i) the letter from the China Strategic Board set out in, and the
additional information set out in the appendices to, the Document; and (ii) the letter from Kingsway SW
Securities set cut in, and the additional information set out in the appendices to, the Offer Document.

Having taken into account the information contained in the Offer Document and the Document, the
letter from China Strategic Board and the letter from First Shanghai contained in the Document, I consider
that the terms of the Offers are fair and reasonable so far as the Independent China Strategic Shareholders,
the Independent China Strategic Warrantholders and the China Strategic Optionholder are concerned, and
accordingly advise the Independent China Strategic Shareholders to accept the Share Offer, the
Independent China Strategic Warrantholders to accept the Warrant Offer and the China Strategic
Optionholder to accept the Option Offer.

Yours faithfully,

Mr. David Edwin Bussmann
Independent non-executive Director
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The following is the text of a letter of advice to the Independent Director from First Shanghai in respect
of the Offers prepared for the purpose of incorporation in the Document.

FIRST SHANGHAI GROUP

FIRST SHANGHAI CAPITAL LIMITED

19th Floor, Wing On House
71 Des Voeux Road Central
Hong Kong

26 August 2003
To the Independent Director
Dear Sir,

THE UNCONDITIONAL CASH OFFER

INTRODUCTION

We refer to our engagement as the independent financial adviser to advise the Independent Director
in respect of the fairness and reasonableness of the terms of the Offers. Details of the Offers are set out
in the Offer Document issued by the Offerors to the China Strategic Shareholders, the China Strategic
Warrantholders and the China Strategic Optionholder and have been referred to the letter from the China
Strategic Board set out in the Document issued by China Strategic to the China Strategic Shareholders, the
China Strategic Warrantholders and the China Strategic Optionholder, of which this letter forms part.
Unless the context otherwise requires, terms used in this letter shall have the same meanings as in the
Document.

In formulating our opinion and recommendation, we have relied on the accuracy of the information
and representations contained in the Document and information provided to us by China Strategic and the
China Strategic Directors. We have assumed that all information and representations made or referred to
in the Document were true at the time they were made and continue to be true as at the date hereof. We
have also assumed that all statements of belief, opinion and intention made by China Strategic and the
China Strategic Directors in the Document were reasonably made after due enquiry. We have no reason to
doubt the truth, accuracy and completeness of the information and representations provided to us by China
Strategic and the China Strategic Directors and have been advised by China Strategic and the China
Strategic Directors that no material facts have been omitted from the information provided and referred to
in the Document. We consider that we have reviewed sufficient information to reach an informed view and
to justify reliance on the accuracy of the information contained in the Document and to provide a
reasonable basis for our advice. We have not, however, conducted an independent investigation into the
businesses, affairs or prospects of the China Strategic Group.

We have also relied upon the accuracy of the information and representations contained in the Offer
Document and assumed that all statements contained in and representations made or referred to it were true
at the time they were made and continue to be true at the date of the Offer Document.

We have not considered the tax consequences on the China Strategic Shareholders, the China
Strategic Warrantholders and the China Strategic Optionholder of their acceptances or non-acceptances of
the Offers since these are particular to their own individual circumstances. In particular, the China
Strategic Shareholders, the China Strategic Warrantholders and the China Strategic Optionholder who are
residents outside Hong Kong or subject to overseas taxes or Hong Kong taxation on securities dealings
should consider their own tax position with regard to the Offers and, if in any doubt, should consult their
own professional advisers.
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THE INDEPENDENT DIRECTOR

The China Strategic Board comprises five executive China Strategic Directors, two alternate China
Strategic Directors and two independent non-executive China Strategic Directors. In assessing the
independence of the China Strategic Directors, we have considered the following:

(i)  Dr. Charles Chan, the chairman and chief executive officer of China Strategic, is deemed to be
the substantial shareholder of China Strategic. Dr. Charles Chan is the chairman of each of ITC
Corporation, Paul Y. - ITC and Hanny, and is also deemed to be the substantial shareholder of
each of ITC, Paul Y. - ITC and Hanny. Dr. Charles Chan has interests in the convertible notes
issued by ITC Corporation and 4,000,000 share options in Hanny;

(ii) Dr. Yap, Allan, the vice chairman and an executive director of China Strategic, is the managing
director of Hanny and a director of Well Orient. Dr. Yap is also interested in 3,250,000 share
options in Hanny;

(iii) Ms. Chau Mei Wah, Rosanna, an executive director of China Strategic, is the managing director
of ITC Corporation, an executive director of Paul Y. - ITC and a director of Calisan
Developments;

(iv) Mr. Li Wa Kin, the deputy managing director of China Strategic, is a salaried China Strategic
Director;

(v) Ms. Chan Ling, Eva, an executive director of China Strategic, is a salaried China Strategic
Director and is interested in 75,000 China Strategic Options. Ms. Chan is also interested in 500
shares in Hanny;

(vi) Mr. Chan Kwok Hung, an alternate director to Dr. Charles Chan, is an executive director of
Hanny and ITC Corporation. Mr. Chan is interested in 1,750,000 share options in Hanny. Mr.
Chan is the younger brother of Dr. Charles Chan;

(vii) Mr. Lui Siu Tsuen, Richard, an alternate director to Dr. Yap, Allan, is the deputy managing
director of Hanny and a director of Well Orient. Mr. Liu is also interested in 1,750,000 share
options in Hanny; and

(viii) Ms. Fung Wan Yiu, Agnes, an independent non-executive director of China Strategic, has acted
as legal advisor within the past two years to (i) Rosedale Hotel Group Limited (formerly known
as China Land Group Limited) (“Rosedale”), an associated company of China Strategic; and (ii)
two associated companies of Paul Y. - ITC, of which Paul Y. - ITC holds 45% and 50% of their
issued share capital respectively,

therefore, they are not considered independent to give advice in respect of the Offers.

Mr. David Edwin Bussmann, an independent non-executive director of China Strategic, has declared
that he does not hold, directly or indirectly, any shares, options, warrants or other equity related interests
in China Strategic, the Offerors, the controlling shareholders of the Offerors, and/or any company
controlled by them. Accordingly, we consider Mr. David Edwin Bussmann eligible to advise the
Independent China Strategic Shareholders, the Independent China Strategic Warrantholders and the China
Strategic Optionholder in respect of the terms of the Offers.

BACKGROUND TO AND THE TERMS OF THE OFFERS

On 8 July 2003, the respective boards of directors of ITC Corporation, Hanny, Paul Y. - ITC and
China Strategic announced that the Offerors, through Kingsway SW Securities, would make a voluntary
conditional cash offers at the price of HK$0.10 for each China Strategic Share and HK$0.001 for each
China Strategic Warrant respectively, other than those aiready owned by the Offerors and their concert
parties, and to cancel all outstanding China Strategic Options at HK$0.001 per China Strategic Option.
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On 9 July 2003, Kingsway SW Securities, on behalf of the Offerors, purchased approximately 5.98%
of the issued share capital of China Strategic, at the open market at a price of HK$0.10 per China Strategic
Share. After such purchase, the Offerors and their concert parties’ interests in China Strategic increased
from approximately 29.18% to 35.16% of the issued share capital of China Strategic, thus triggering a
mandatory offer during the offer period of a voluntary offer under Rule 26 of the Takeovers Code.

On 21 July 2003, the Offerors notified China Strategic that, to make the offer price under the Share
Offer more attractive to the China Strategic Shareholders, the offer price under the Share Offer is to be
increased from HK$0.10 to HK$0.139 per China Strategic Share.

On 11 August 2003, the respective boards of directors of Hanny and Paul Y. - ITC announced that,
as at 11 August 2003, the Offerors and their concert parties have increased their shareholdings in China
Strategic to approximately 54.67% of the issued share capital of China Strategic. Accordingly, the
condition to which the Offers are subject has been satisfied and the Offers have become unconditional.

Kingsway SW Securities, on behalf of the Offerors, is making the Offers to acquire all the issued
China Strategic Shares and the outstanding China Strategic Warrants, other than those presently owned by
the Offerors and their concert parties, and to cancel all outstanding China Strategic Options on the
following basis:

For each China Strategic Share ... - HK$0.139 in cash
(“Share Offer Price”)

For each China Strategic Warrant .........................ccoiii e, HK$0.001 in cash
(“Warrant Offer Price”)

For cancellation of each China Strategic Option ........................cccooee HK$0.001 in cash
(“Option Offer Price”)

and on the terms set out in the Offer Document. The China Strategic Shares to be acquired under the Share
Offer will be acquired with the right to all future dividends and distributions.

Kingsway SW Securities, on behalf of the Offerors, will stand in the market to acquire other China
Strategic Shares at a price of no more than HK$0.139 per China Strategic Share until the end of the Offer
Period. The China Strategic Shares and China Strategic Warrants to be acquired by Kingsway SW
Securities, on behalf of the Offerors, during the Offer Period will be distributed to the Offerors in equal
proportion.

Further terms and conditions of the Offers, including the procedures for acceptance, are set out in the
Offer Document.

PRINCIPAL FACTORS AND REASONS CONSIDERED

In formulating our opinion and recommendation relating to the terms of the Offers, we have taken
into consideration the following principal factors and reasons:

1. The Share Offer

1. Business and financial performance and future prospects

China Strategic is an investment holding company and its subsidiaries are principally engaged
in the business of tire manufacturing, manufacturing, retailing and distribution of Chinese medicine,
western pharmaceuticals and health food and investment in infrastructure projects. The China
Strategic Group’s business is primarily carried out in the PRC and Hong Kong.
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Detailed audited consolidated financial information of the China Strategic Group is set out in
Appendix I to the Document and a summary of the financial information of the China Strategic Group
is set out below:

Year ended 31 December

2002 2001 2000

HK$'000 HK$'000 HK$°000

Turnover 3,601,735 3,234,404 3,158,058

Loss from operations (448,532) (901,688) (712,249)
Net loss attributable to the China Strategic

Shareholders (477,107) (598,730) (730,682)

Loss per China Strategic Share (HKS$) 0.77) (1.28) (1.59)

Total assets of the China Strategic Group 4,750,582 6,254,576 7,732,334

Net assets of the China Strategic Group 1,727,146 2,220,790 2,849,854

Financial performance for the year ended 31 December 2000 ( “Year 2000” )

The China Strategic Group’s turnover for the Year 2000 decreased by approximately 15.8%
from approximately HK$3,750 million in the previous year to approximately HK$3,158 million.
‘According to the annual report for the Year 2000, the decrease in its turnover was due to the
rebalancing of its asset portfolio such as disposal of China Strategic’s interests in China Online
(Bermuda) Limited and some of the Chinese joint ventures during 1999 and 2000. The major revenue
was derived from China Enterprise Limited (“China Enterprise”), a non-wholly owned subsidiary of
China Strategic engaging in the manufacturing and sale of tires, represented approximately 82.5% of
the total turnover of the China Strategic Group in Year 2000.

The China Strategic Group recorded an operating loss of approximately HK$712 million for the
Year 2000 compared to an operating profit of approximately HK$1,216 million in the previous year.
Net loss for the Year 2000 amounted to approximately HK$731 million for the Year 2000, compared
to a net profit of approximately HK$1,048 million in the previous year. The China Strategic Directors
advised that the net loss was mainly attributable to the loss arising from the disposal of listed
investments and the unrealized loss on investments in securities.

The net assets of the China Strategic Group decreased by approximately 15.6% from
approximately HK$3,376 million as at the year ended 31 December 1999 to approximately HK$2,850
million as at the Year 2000. Although the total assets for the Year 2000 increased by approximately
11.4% to approximately HK$7,732 million from approximately HK$6,940 million as of the end of
1999 due to the inclusion of the assets of Rosedale since it became a subsidiary of China Strategic
in March 2000, at the same time, total borrowings increased by 52.9% due to the inclusion of the
borrowing of approximately HK$600 million of Rosedale on a consolidated basis.

Financial performance for the year ended 31 December 2001 (“Year 2001")

According to the annual report for the Year 2001, the China Strategic Group’s turnover
increased slightly by approximately 2.4% from approximately HK$3,158 million in Year 2000 to
approximately HK$3,234 million in Year 2001. China Enterprise remained as the major revenue
generator, represented 78.5% of the total turnover of the Year 2001.
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However, operating loss of the China Strategic Group was approximately HK$902 million for
the Year 2001, represented an increase in loss of approximately 26.7% as compared to that in the
previous year. The China Strategic Directors advised that the deepened losses incurred was mainly
attributable to the provision of impairment and revaluation losses on toll highway and investment
properties, operating losses in the China Strategic Group’s tire operations, newspaper publishing as
well as provision for diminution in value of investments in securities. The China Strategic Group’s
net loss for the Year 2001 decreased from approximately HK$731 million in Year 2000 to
approximately HK$599 million in Year 2001, implied a decrease of approximately 18.1%.

The net assets of the China Strategic Group decreased by 22.1% to approximately HK$2,221
million as at the Year 2001, which was mainly attributable to the approximately 19.1% decrease in
total assets for the Year 2001. The decline in total assets was mainly due to the revaluation of toll
highway under construction, the decrease in value of investments in securities and disposal of
subsidiaries. In particular, China Enterprise disposed of one of its non-performing subsidiaries during
the year.

Financial performance for the year ended 31 December 2002 (“Year 20027)

According to the annual report for the Year 2002, turnover of the China Strategic Group had
increased by approximately 11.4% from approximately HK$3,234 million for the Year 2001 to
approximately HK$3,602 million for the Year 2002. The China Strategic Directors advised that the
increase in turnover was mainly due to the increase of approximately 17.9% in sales of tires through
China Enterprise and increase of approximately 326.6% in sales of pharmaceutical products in Year
2002. The improvement of revenue of China Enterprise was the result of increase in sales volume as
a result of strong growth of outputs of motor vehicles and the development of roads and highways
under government policy.

The China Strategic Group’s operating loss for the Year 2002 has lessened by approximately
50.2% to approximately HK$449 million, due to the increase in sales of tires and pharmaceutical
products, and the significant improvement in gross profit margin of the China Strategic Group. As
such, the China Strategic Group’s net loss had further decreased by approximately 20.4% from
approximately HK$599 million for the Year 2001 to approximately HK$477 million for the Year
2002.

The net assets of the China Strategic Group amounted to approximately HK$1,727 million as
at the Year 2002, decreased by approximately 22.3% as compared with that as at the Year 2001. The
decrease in net assets was mainly the result of the disposal of the toll highway business and some
other subsidiaries.

Future prospects

As stated in the annual report for the Year 2002, it has been the ongoing strategy of the China
Strategic Group to focus its investment in the PRC although the China Strategic Directors consider
that the coming year will continue to be challenging.

As advised by the China Strategic Directors, the China Strategic Group will continue to focus
on implementing cost effective programmes in its manufacturing and retail activities and at the same
time actively managing its investment portfolio in order to enhance its portfolio value.

According to a circular issued by China Strategic dated 9 July 2003, China Enterprise has
agreed on 17 June 2003 to dispose of its 25% interests in Hangzhou Zhongce Rubber Co., Ltd
(“Hangzhou Zhongce”), the most active subsidiary of China Enterprise, to an independent third party.
Upon completion of such disposal, the aggregate holding of China Enterprises in Hangzhou Zhongce
will be reduced from 51% to 26%. It is uncertain that the contribution of the manufacturing and sale
of tires to the financial results of China Strategic Group may be reduced as a result of such disposal.
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Besides, the retail market and tourism have been adversely hit by both the sluggish local
economy and the outbreak of Severe Acute Respiratory Syndrome (“SARS”) as the number of
tourists from the PRC has decreased substantially. As advised by the China Strategic Directors, the
China Strategic Group will continue to implement various measures including cost containment
programme to enhance operational efficiency and effectiveness. However, the prospect of the retail
sales of pharmaceutical products and the tourism industry is also dependent on the pace of recovery
of the overall economy in Hong Kong.

Furthermore, the China Strategic Directors intend to continue the existing businesses of the
China Strategic Group, and as mentioned in the paragraph headed “Intention of the Offerors
regarding the future of China Strategic Group” in this letter, the Offerors intend to continue the
existing businesses of the China Strategic Group and currently have no intention to re-deploy fixed
assets of the China Strategic Group or to inject any assets or businesses into the China Strategic
Group after the close of the Offers. The future prospect of the China Strategic Group is also
dependent on its future business development plans. In the absence of such concrete plans at present,
we consider that the future prospects of the China Strategic Group would be uncertain.

Conclusion

In summary of the financial performance in the three financial years ended 31 December 2002
and the future prospects of the China Strategic Group, we note that:

(i) the China Strategic Group has been suffering from continuous substantial losses in the
past three financial years ended 31 December 2002;

(i1) the net assets of the China Strategic Group have been deteriorating due to the continuous
substantial losses and the disposal of certain subsidiaries and investments. The amount of
net assets of the China Strategic Group has decreased by approximately 39.4% from
approximately HK$2,850 million in Year 2000 to approximately HK$1,727 million in
Year 2002, or from approximately HK$3.44 per China Strategic Share to approximately
HK$2.08 per China Strategic Share, based on 829,468,413 China Strategic Shares in issue
as at the Latest Practicable Date; and

(iii) the future prospects of the China Strategic Group is uncertain as the market condition is
uncertain while both the China Strategic Directors and the Offerors give no concrete
business plans at present stage.

Having considered the above, we consider that uncertainty exists in the future development of
the China Strategic Group’s business and we are unable to conclude that there will be positive future
prospects of the China Strategic Group.

2. Valuation of the Share Offer Price

2.1 Historical price performance of the China Strategic Shares

The Share Offer Price per China Strategic Share represents:

Premium/
Price (Discount)
HKS$ %

(i) closing price on 27 June 2003, being the last trading

day immediately preceding the date of the Joint

Announcement (“Ist Last Trading Day”) 0.0900 544
(i1) average closing price for the last ten consecutive

trading days up to and including the 1st Last
Trading Day 0.0890 56.2
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HK$
0.24
0.22
0.20
0.18
0.16
0.14
0.12
0.10
0.08
0.06
0.04
0.02
0.00

(iif)

(v)

)

(vi)

(vii)

average closing price for the last thirty consecutive
trading days up to and including the 1st Last
Trading Day

average closing price for the six-month period up to
and including the 1st Last Trading Day

closing price on 10 July 2003, being the last trading
day immediately preceding the date of the
Supplemental Announcement (“2nd Last Trading
Day”)

average closing price for the last ten consecutive
trading days up to and including the 2nd Last
Trading Day

average closing price for the last thirty consecutive
trading days up to and including the 2nd Last
Trading Day

(viii) average closing price for the six-month period up to

(ix)

and including the 2nd Last Trading Day
closing price on the Latest Practicable Date

Price
HK$

0.0860

0.0900

0.1450

0.0985

0.0897

0.0901
0.1670

Premium/
(Discount)

%

61.6

54.4

4.1

41.1

55.0

54.3
(16.8)

As stated above, the Share Offer Price generally represents a premium on the closing prices of
the China Strategic Shares as quoted from the Stock Exchange up to and including the 1st Last
Trading Day.

The chart below shows the daily closing price of the China Strategic Shares during the period
from 2 July 2002 up to the Latest Practicable Date (the “Review Period”):

Price performance of the China Strategic Shares during the Review Period
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We summarise below the highest and the lowest closing prices of the China Strategic Shares
during the Review Period:

Closing price
Highest closing Lowest closing at the end of

price during price during the month/ .
Month the month the month period
HKS$ HK$ HK$

2002
July 0.200 0.153 0.157
August 0.152 0.119 0.127
September 0.120 0.100 0.100
October 0.100 0.095 0.096
November 0.120 0.096 0.110
December 0.110 0.082 0.100
2003
January 0.100 0.085 0.090
February 0.094 0.090 : 0.094
March 0.092 0.090 0.090
April 0.090 0.090 0.090
May 0.090 0.080 0.080
June (2 June to the 1st Last

Trading Day) 0.090 0.080 0.090
July (9 July to the 2nd Last

Trading Day) 0.145 0.120 0.145
August (11 August to the Latest

Practicable Date) 0.167 0.139 0.167

Source: www.hkex.com.hk

During the Review Period, the highest closing price of the China Strategic Shares quoted on the
Stock Exchange was HK$0.200 on 5 July 2002 and the lowest closing price of the China Strategic
Shares quoted on the Stock Exchange was HK$0.080 from 23 May 2003 to 5 June 2003, on 12 June
2003 and on 16 June 2003 respectively. The Share Offer Price stands above, and represents a
premium of approximately 73.8% to, the lowest closing price of HK$0.080 per China Strategic Share
during the Review Period. On the other hand, the Share Offer Price of HK$0.139 falls below, and
represents a discount of approximately 30.5% to, the highest closing price of HK$0.200 per China
Strategic Share during the Review Period. The trading of the China Strategic Shares resumed on 9
July 2003 and suspended on 11 July 2003 pending the issue of the Supplemental Announcement and
other price sensitive information, details of which please refer to the announcements dated 21 July
2003 and 8 August 2003 issued by the China Strategic. The trading of the China Strategic Shares
resumed on 11 August 2003, after which and up to the Latest Practicable Date, the China Strategic
Shares were traded within a range of HK$0.139 and HK$0.167, which were generally closed to or
above the Share Offer Price.

The market prices of the China Strategic Shares have been declining gradually and trading
below the Share Offer Price since 26 August 2002 and up to the 1st Last Trading Day. We have noted
a surge in the market price of the China Strategic Shares on 9 July 2003, 10 July 2003 and the period
from 11 August 2003 to the Latest Practicable Date, which might reflect the market response on the
Offers after the Joint Announcement. Given that the Share Offer Price generally represents a
premium on the closing prices of the China Strategic Shares as quoted from the Stock Exchange
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before the Joint Announcement, the China Strategic Shares may not likely be sustainable at a level
close to the Share Offer Price after the close of the Offers, accordingly, we consider that Share Offer
Price is fair and reasonable insofar as the interest of the Independent China Strategic Shareholders
are concerned.

2.2 Liquidity of the China Strategic Shares

The following chart sets out the daily turnover of the China Strategic Shares on the Stock
Exchange during the Review Period:

Daily turnover of the China Strategic Shares during the Review Period

Number of Number of
China Strategic Shares China Strategic Shares
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The highest, lowest and average daily turnover of the China Strategic Shares during the Review
Period and the percentage of average daily turnover as compared with the total number of China
Strategic Shares in issue and the total number of China Strategic Shares in public hands as at the
Latest Practicable Date were tabulated below:

Percentage of  Percentage of
average daily  average daily

turnover to turnover to
total number number of
of China China
Strategic Strategic
Highest daily Lowest daily Average daily Shares in Shares held
Month/Period turnover turnover turnover issue by the public
(number (number (number (%) (%)
of China of China of China (Note 1) (Note 2)
Strategic Strategic Strategic
Shares) Shares) Shares)
2002
July 1,620,000 0 289,028 0.0348 0.0492
August 1,501,500 0 443,659 0.0535 0.0755
September 3,040,000 0 182,140 0.0220 0.0310
October 150,000 0 21,429 0.0026 0.0036
November 50,350,000 0 3,182,988 0.3837 0.5418
December 30,000,000 0 2,786,759 0.3360 0.4744
2003
January 92,500 0 7,353 0.0009 0.0013
February 37,000 0 2,868 0.0003 0.0005
March 2,100,000 0 133,143 0.0161 0.0227
April 20,000 0 1,000 0.0001 0.0002
May 10,000 0 513 0.0001 0.0001
June (2 June to the 1st
Last Trading Day) 220,000 0 22,447 0.0027 0.0038
July (9 July to the 2nd
Last Trading Day) 189,759,984 169,617,048 179,688,516 21.6631 30.5874
August (11 August to
the Latest Practicable
Date) 170,280,853 1,100,500 18,953,420 2.2850 3.2263
Source: www.hkex.com.hk
Notes:
1. Based on 829,468,413 China Strategic Shares in issue as at the Latest Practicable Date.

2. Based on 587,458,413 China Strategic Shares held by the public, being the total number of China Strategic
Shares in issue as at the Latest Practicable Date less the 242,010,000 China Strategic Shares held by the Offerors
and their concert parties before the commencement of the Offers.
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As shown in the above table, the average daily turnover of the China Strategic Shares in each
month during the Review Period, excluding the two days from 9 July 2003 to the 2nd Last Trading
Day and the period from 11 August 2003 to the Latest Practicable Date, being the period subsequent
to the Joint Announcement was made, was extremely thin with the highest average turnover,
representing (i) only approximately 0.3837% of the total China Strategic Shares in issue as at the
Latest Practicable Date and (ii) only approximately 0.5418% of China Strategic Shares held by the
public. In addition, during the Review Period, there were 106 trading days out of a total of 248
trading days on which no trading of the China Strategic Shares on the Stock Exchange was recorded,
indicating a lack of public interest in dealing the China Strategic Shares.

We have noted an exceptionally high trading volume of the China Strategic Shares after the
Joint Announcement, which might reflect (i) the result of the acquisition of the China Strategic
Shares by Kingsway SW Securities, on behalf of the Offerors, at the open market and (ii) the market
response on the Offers after the Joint Announcement.

As indicated by the above statistics, given the thin liquidity in the trading of the China Strategic
Shares on the Stock Exchange in general, there is a great uncertainty as to whether the Independent
China Strategic Shareholders could sell their China Strategic Shares in the market within a short
period of time without exerting a significant downward pressure on the prices of the China Strategic
Shares. Therefore, the Independent China Strategic Shareholders who wish to liquidate their
investments may be unable to sell the China Strategic Shares in the open market at a price equal to
or higher than the Share Offer Price, and the Share Offer provide an exit opportunity for their
investments.

2.3 Price earnings multiples

One of the most commonly used references in evaluating a listed company is the price earnings
multiple based on its historical earnings. However, given that the China Strategic Group incurred
losses for the financial year ended 31 December 2002, the use of price earnings multiple is
inapplicable for evaluation purpose.

2.4  Net asset value

We wish to draw your attention that, the consolidated net asset value of the China Strategic
Group has deteriorated by approximately 39.4% from about HK$2,850 million as at 31 December
2000 to HK$1,727 million as at 31 December 2002. According to the annual report of China Strategic
for the Year 2002, the audited net asset value (“NAV”) was approximately HK$1,727 million,
implying a NAV of HK$2.08 per China Strategic Share, based on 829,468,413 China Strategic Shares
in issue as at the Latest Practicable Date. On this basis, the Share Offer Price of HK$0.139 represents
a discount of approximately 93.3% to such NAV per China Strategic Share.

We consider that:

(i) Among the business activities of the China Strategic Group, the business of tire
manufacturing represented approximately 82.5%, 78.5% and 80.8% of the total turnovers
for each of the three years ended 31 December 2002 respectively, while approximately
17.5%, 21.5% and 19.2% of the total turnovers for each of the three years ended 31
December 2002 were attributable to other lines of businesses of the China Strategic
Group. So far as we are aware, Pearl River Tyre (Holdings) Limited (“Pearl River Tyre”),
which is listed on the main board of the Stock Exchange, is engaged in the business of
manufacturing and marketing of bias tires for commercial vehicles, which may represent
the closest comparable company to China Strategic. Save for Pearl River Tyre, there is no
listed company in Hong Kong that is engaged in a portfolio of businesses that is directly
comparable to that of China Strategic. We are of the view that a statistic with a sample
size of only one company cannot be considered as a fair comparison or reference to the
value of the shares of China Strategic.
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(ii) the measurement of the Share Offer Price against NAV per China Strategic Share might
not be a determining factor in evaluating the Share Offer Price. Having considered the
business nature of the China Strategic Group, which principally generates its income from
trading activities such as sale of tires and pharmaceutical products, therefore, the
valuation of the shares of China Strategic should be based on the profit generating ability
of its assets rather than the book value of its assets. As such, it is more meaningful to use
price earnings multiple, which considers the profit generating ability as the basis of
valuation, to evaluate the Share Offer Price. However, as mentioned above, the price
earnings multiple is not applicable to the China Strategic Group as it incurred historical
losses;

(ii1) the net assets of the China Strategic Group have been deteriorating due to the continuous
substantial losses and the disposal of subsidiaries and associates, the details of which have
been discussed in the paragraph headed “Business and financial performance and future
prospects” in this letter. As stated in the paragraph headed “Intention of the Offerors
regarding the future of the China Strategic Group” in this letter, the Offerors intend to
continue the existing businesses of the China Strategic Group and they have no intention
to inject any assets or businesses into the China Strategic Group immediately after
completion of the Offers. In absence of any dramatic changes in the business environment
of the China Strategic Group, it is uncertain as to whether the China Strategic Group’s
profitability would be improved after the close of the Offers. There is a risk that the NAV
will further deteriorate in the future; and

(iv) based on the data from Bloomberg, we note that the market prices of the China Strategic
Shares have been trading at discount to the NAV per China Strategic Share, ranging from
approximately 92.3% to 98.3% during the Review Period, which may imply that the
market is pricing the China Strategic Shares with minimal relevance to the NAV per China
Strategic Share.

2.5 Dividend yield

The China Strategic Group has not declared dividends for the three financial years ended 31
December 2002. In addition, given the loss making position of the China Strategic Group, the basis
for making any future dividend is uncertain. As such, it is not applicable to make an assessment of
the valuation of the China Strategic Group and the Share Offer Price on dividend yield basis.

3. Intention of the Offerors regarding the future of the China Strategic Group

As stated in the letter from the China Strategic Board in the Document, the Offerors, following
the close of the Offers, have no intention to re-deploy fixed assets of the China Strategic Group and
they intend to continue the existing businesses of the China Strategic Group. Further, the Offerors
have no intention to inject any assets or businesses into the China Strategic Group after the close of
the Offers. The Offers will not of themselves result in any change in the board of directors,
management, business or the continued employment of the employees, including directors, of the
China Strategic Group or any of its associated companies under the control of China Strategic.

From the intention of the Offerors as mentioned above, we currently do not see any concrete
plans for the future business development of the China Strategic Group. We consider that the future
prospect of the China Strategic Group is also dependent on any future business development plans
of the China Strategic Group. In the absence of such concrete plans at present and in view of the
historical financial performance of the China Strategic Group as discussed above, we consider that
the future prospects of the China Strategic Group would be uncertain.

4. Maintaining of the listing status of China Strategic

It is the intention of the Offerors to maintain the listing of China Strategic on the Stock
Exchange after the close of the Offers. The Offerors and China Strategic have undertaken to the Stock
Exchange that appropriate steps following the close of the Offers will be taken as soon as possible
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to ensure that not less than 25% of the China Strategic Shares and the China Strategic Warrants will
be held by the public. When the Offers close, should there be less than 25% of the China Strategic
Shares and China Strategic Warrants in public hands, the directors of the Offerors presently intend
to take appropriate steps, which may include placing down their interest in China Strategic to
Independent Third Party within one month after closing of the Offers.

The Stock Exchange has stated that it will closely monitor the trading in the China Strategic
Shares and the China Strategic Warrants on the Stock Exchange, if the Stock Exchange believes that:

L] a false market exists or may exist in the trading of the China Strategic Shares and the
China Strategic Warrants;

®  or that there are too few China Strategic Shares and China Strategic Warrants in public
hands to maintain an orderly market, it will consider exercising its discretion to suspend
trading in the China Strategic Shares and the China Strategic Warrants.

In this connection, it should be noted that, upon completion of the Offers, there may be an
insufficient public float for the China Strategic Shares and the China Strategic Warrants and
therefore, trading in the China Strategic Shares and the China Strategic Warrants may be suspended
until a sufficient level of public float is attained. ‘

If China Strategic remains as a listed company, any future injections into or disposals of China
Strategic will be subject to the provisions of the Listing Rules. Pursuant to the Listing Rules, the
Stock Exchange has a discretion to require China Strategic to issue a circular to its shareholders
where any acquisition or disposal by China Strategic is proposed, irrespective of the size of such
acquisition or disposal and in particular where such acquisition or disposal represents a departure
from the principal activities of China Strategic. The Stock Exchange also has the power pursuant to
the Listing Rules, to aggregate a series of acquisitions or disposals by China Strategic and any such
acquisitions or disposals may, in any event, result in China Strategic being treated as a new applicant
for listing and subject to the requirements for new applicants as set out in the Listing Rules.

5. Recommendation

In determining the fairness and reasonableness of the Share Offer, we note that the Share Offer
Price represents a deep discount to the NAV per China Strategic Share. Nevertheless, we have also
considered the following factors:

L the China Strategic Group has been loss making over the three years ended 31 December
2002, in the absence of any dramatic changes in the business environment of the China
Strategic Group, it is uncertain as to whether the China Strategic Group’s profitability
would be improved after the close of the Offers;

L the Share Offer Price generally represents a premium over the market prices of the China
Strategic Shares before the Joint Announcement;

L] the extremely thin trading volume of the China Strategic Shares before the Joint
Announcement (as recorded during the Review Period) may make it difficult for the
Independent China Strategic Shareholders to dispose of their China Strategic Shares in the
market without exerting downward pressure on the price of the China Strategic Shares.
The Share Offer provides an exit opportunity for the Independent China Strategic
Shareholders to realise their investments in the China Strategic Shares if they so wish;

L] China Strategic did not distribute any dividend in the past three financial years and it is
not certain that China Strategic may be able to distribute any dividend in foreseeable
future.

* the China Strategic Shares have been historically trading at deep discount to the NAV per
China Strategic Share during the Review Period; and
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II.

®  we currently do not see any concrete plans from the China Strategic Directors and the
Offerors regarding the future business development of China Strategic,

we are of the view that the terms of the Share Offer are fair and reasonable so far as the Independent
China Strategic Shareholders are concerned, and accordingly advise the Independent Director to
recommend the Independent China Strategic Shareholders to accept the Share Offer.

However, those Independent China Strategic Shareholders who wish to retain part or all of their
shareholding in China Strategic should note that the China Strategic Group’s financial performance
had been loss making over the three years ended 31 December 2002. There is still an uncertainty as
to whether the future prospects of the China Strategic Group will eventually be improved after the
close of the Offers. Those Independent China Strategic Shareholders should carefully consider the
future intentions of the Offerors regarding the China Strategic Group after the close of the Offers,
details of which are set out in the letter from China Strategic Board contained in the Document.

Independent China Strategic Shareholders should note that the China Strategic Shares had
traded above the Share Offer Price after the Joint Announcement was made and if the net proceeds
of sale of China Strategic Shares in the open market would exceed the amount receivable under the
Share Offer prior to the close of the Share Offer, Independent China Strategic Shareholders who wish
to realise all or part of their holdings of the China Strategic Shares should sell such shares in the open
market rather than accepting the Share Offer.

Independent China Strategic Shareholders should also note the possibility that the consistently
extremely thin trading volume of the China Strategic Shares prior to the Joint Announcement (as
recorded during the Review Period) may render the Independent China Strategic Shareholders
difficult to dispose of their China Strategic Shares in the market after the close of the Share Offer
without exerting downward pressure on the price of the China Strategic Shares.

In case so applicable, Independent China Strategic Shareholders should read carefully the
procedures for accepting the Share Offer as detailed in the section headed “Letter from Kingsway SW
Securities” in the Offer Document, Appendix I to the Offer Document and the accompanying form
of acceptance. Independent China Strategic Shareholders are strongly advised that the decision to
realise or to hold their investment in the China Strategic Shares is subject to individual circumstances
and investment objectives.

The Warrant Offer
The China Strategic Warrants entitle the holders to subscribe for 165,893,682 China Strategic Shares

at an initial subscription price of HK$0.16 per China Strategic Share at any time from 29 August 2002 up
to and including 31 December 2003. The aggregate of the subscription price of HK$0.16 per China
Strategic Share and the closing price of HK$0.027 per China Strategic Warrant as at the Latest Practicable
Date is HK$0.187, which is the total effective consideration for one unit of China Strategic Warrants to
be converted into one China Strategic Share, representing a premium of approximately 12% over the
closing price of the China Strategic Shares of HK$0.167 as at the Latest Practicable Date. The China
Strategic Warrants are currently out-of-money and will expire after 31 December 2003. The Warrant Offer
Price of HK$0.001 per China Strategic Warrant represents:

° a discount of 90% to the closing price of HK$0.01 per China Strategic Warrant as quoted on
the Stock Exchange on the 1st Last Trading Day;

L] a discount of 90% to the average closing price of HK$0.01 per China Strategic Warrant as
quoted on the Stock Exchange for the ten consecutive trading days up to and including the 1st
Last Trading Day;

L a discount of approximately 95% to the closing price of HK$0.02 per China Strategic Warrant
as quoted on the Stock Exchange on the 2nd Last Trading Day;
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L] a discount of approximately 91.7% to the average closing price of HK$0.012 per China
Strategic Warrant as quoted on the Stock Exchange for the ten consecutive trading days up to
and including the 2nd Last Trading Day; and

e 2 discount of approximately 96.3% to the closing price of HK$0.027 per China Strategic
Warrant as quoted on the Stock Exchange as at the Latest Practicable Date.

The total volume of China Strategic Warrants traded since its issue on 29 August 2002 and before the
Joint Announcement is 30,000 units, representing approximately 0.018% of the total number of
outstanding China Strategic Warrants. Having considered that the trading of China Strategic Warrants is
illiquid and the China Strategic Warrants will expire after 31 December 2003, we are of the view that the
Warrant Offer provides an opportunity for Independent China Strategic Warrantholders to exit from their
investments.

Having considered our previcus analysis on the financial performance and trading performance of the
China Strategic Group and the nil intrinsic value of the China Strategic Warrants, we are of the view that
the Warrant Offer Price is fair and reasonable so far as the Independent China Strategic Warrantholders are
concerned and accordingly advise the Independent Director to recommend the Independent China Strategic
Warrantholders to accept the Warrant Offer.

Independent China Strategic Warrantholders should note that the China Strategic Warrants have not
been actively traded on the Stock Exchange prior to the Joint Announcement (as recorded during the
Review Period) during the Review Period, and if the net proceeds of sale of China Strategic Warrants in
the open market would exceed the amount receivable under the Warrant Offer prior to the close of the
Warrant Offer, Independent China Strategic Warrantholders who wish to realize all or part of their holdings
of the China Strategic Warrants should sell such warrants in the open market rather than accepting the
Warrant Offer.

ITI. The Option Offer

China Strategic has issued to Ms. Chan Ling, Eva, an executive director of China Strategic, options
to subscribe up to 75,000 China Strategic Shares at a subscription price of HK$3.145 per China Strategic
Share from 18 January 2000 to 17 January 2005. The subscription price of HK$3.145 per China Strategic
Share represents a premium of approximately 3,394% over the closing price of HK$0.090 of China
Strategic Shares as at the 1st Last Trading Day and approximately 1,783% over the closing price of
HK$0.167 as at the Latest Practicable Date. The China Strategic Options are therefore currently
out-of-money.

Having considered our previous analysis on the financial performance and trading performance of the
China Strategic Group and the nil intrinsic value of the China Strategic Options, we are of the view that
the Option Offer Price is fair and reasonable so far as the China Strategic Optionholder is concerned and
accordingly advise the Independent Director to recommend the China Strategic Optionholder to accept the
Option Offer.

Yours faithfully,
For and on behalf of
First Shanghai Capital Limited
Helen Zee Byron Tan
Managing Director Executive Director
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APPENDIX 1

FINANCIAL INFORMATION OF CHINA STRATEGIC GROUP

1. THREE YEARS FINANCIAL RESULTS

Set out below is a summary of the audited consolidated income statement and consolidated balance
sheet of China Strategic Group for the three years ended 31 December 2002 as extracted from the relevant

annual reports of China Strategic Group.

RESULTS

Turnover
Cost of sales

Gross profit

Other operating income
Distribution costs
Administrative expenses
Other expenses

Loss from operations
Finance costs
Share of results of associates

Loss before taxation
Taxation

Loss before minority interests
Minority interests

Net loss for the year

Loss per share

ASSETS AND LIABILITIES
Total assets

Total liabilities
Minority interests

Capital and Reserves

Year ended 31st December

2000 2001 2002
HK$’000 HK$°000 HK$ 000
3,158,058 3,234,404 3,601,735
(2,766,813) (2,971,785) (3,052,768)

391,245 262,619 548,967
210,373 157,788 232,887
(161,656) (179,879) (248,218)
(282,226) (242,694) (221,624)
(869,985) (899,522) (760,544)
(712,249) (901,688) (448,532)
(88,487) (81,462) (109,460)
(12,147) (17,997) (137,574)
(812,883) (1,001,147) (695,566)
(6,608) (5,982) (18,041)
(819,491) (1,007,129) (713,607)
88,809 408,399 236,500
(730,682) (598,730) (477,107)
HK$ (1.59) HK$ (1.28) HKS (0.77)
7,732,334 6,254,576 4,750,582
3,183,104 2,710,204 2,301,041
1,699,376 1,323,582 722,395
2,849,854 2,220,790 1,727,146
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2. AUDITED ACCOUNTS

Set out below are China Strategic Group’s auditors’ report and the audited financial statements for
the year ended 31 December 2002 together with relevant notes as extracted from China Strategic’s 2002
annual report. Reference to the page numbers are to the page numbers of the auditors’ report and the
audited financial statements of China Strategic Group in China Strategic’s 2002 annual report.

B - BEEOLE T Deloitte

Certified Public Accountants BEPBTHEP 111

26/F, Wing On Centre REZRI 2618 TO“Che

111 Connaught Road Central

Hong Kong TOh matsu

TO THE SHAREHOLDERS OF

CHINA STRATEGIC HOLDINGS LIMITED
HREEERAR

{incorporated in Hong Kong with limited liability)

We have audited the financial statements on pages 26 to 86 which have been prepared in accordance
with accounting principles generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The Companies Ordinance requires the directors to prepare financial statements which give a true and
fair view. In preparing financial statements which give a true and fair view it is fundamental that
appropriate accounting policies are selected and applied consistently.

It is our responsibility to form an independent opinion, based on our audit, on those statements and
to report our opinion to you.

BASIS OF OPINION

We conducted our audit in accordance with Statements of Auditing Standards issued by the Hong
Kong Society of Accountants. An audit includes examination, on a test basis, of evidence relevant to the
amounts and disclosures in the financial statements. It also includes an assessment of the significant
estimates and judgments made by the directors in the preparation of the financial statements, and of
whether the accounting policies are appropriate to the circumstances of the Company and the Group,
consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance as to
whether the financial statements are free from material misstatement. In forming our opinion we also
evaluated the overall adequacy of the presentation of information in the financial statements. We believe
that our audit provides a reasonable basis for our opinion.

OPINION

In our opinion the financial statements give a true and fair view of the state of affairs of the Company
and the Group at 31st December, 2002 and of the loss and cash flows of the Group for the year then ended
and have been properly prepared in accordance with the Companies Ordinance.

Deloitte Touche Tohmatsu

Certified Public Accountants
Hong Kong

23rd April, 2003
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CONSOLIDATED INCOME STATEMENT
Year ended 31st December, 2002

2002

NOTES HK$’000

Turnover 4 3,601,735
Cost of sales (3,052,768)
Gross profit 548,967
Other operating income 6 232,887
Distribution costs (248,218)
Administrative expenses (221,624)
Other expenses 7 (760,544)
Loss from operations 8 (448,532)
Finance costs 10 (109,460)
Share of results of associates (137,574)
Loss before taxation (695,566)
Taxation i1 (18,041)
Loss before minority interests (713,607)
Minority interests 236,500
Net loss for the year 477,107)
Loss per share 12 HK$(0.77)

— 3] —

2001
HK$’000

3,234,404
(2,971,785)

262,619
157,788
(179,879)
(242,694)

(899,522)

(901,688)
(81,462)
(17,997)

(1,001,147)

(5,982)

(1,007,129)
408,399

(598,730)

HK$(1.28)
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CONSOLIDATED BALANCE SHEET
31st December, 2002

Non-Current Assets

Investment properties

Property, plant and equipment

Properties under/held for development

Payment for acquisition of land development rights
Goodwill

Interests in associates

Receivables — due after one year

Investments in securities

Loans to minority shareholders

Current Assets

Properties held for sale

Inventories

Trade debtors

Receivables — due within one year
Receivables due from associates
Other receivables, deposits and prepayments
Advances to contractors

Income and other tax recoverable
Investments in securities

Pledged bank deposits

Bank balances and cash

Current Liabilities

Creditors, other payables and accrued charges

Payables due to related companies — due within one year
Payables due to associates

Income and other tax payable

Bank loans and other borrowings — due within one year

Net Current Assets

NOTES

13
14
15
16
17
19
20
21
22

23
24
25
20
19

21

26
27
19

33

2002
HK$°000

746,778
14,687
30,953

681,328
22,586

410,685

1,907,017

827,744
533,959
680,659

60,535
253,069

37,363
24,839
425,397

2,843,565

892,164
46,155
189
52,694

996,861
1,988,063

855,502

2,762,519

2001
HKS$°000

49,341
2,452,199
137,000
2,727
32,708
176,268
302,439
473,408

26,765

3,652,855

32,881
790,288
481,024
107,195

13,517
298,722

9,439
208

40,000

83,520
744,927

2,601,721

995,706
36,492
9,625
32,871
922,272

1,996,966
604,755

4,257,610
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CONSOLIDATED BALANCE SHEET (CONTINUED)
31st December, 2002

2002 2001
NOTES HK3$’000 HK$’000
Capital and Reserves

Share capital 28 82,947 46,098
Reserves 1,644,199 2,174,692
1,727,146 2,220,790
Minority Interests 722,395 1,323,582

Non-Current Liabilities
Bank loans and other borrowings — due after one year 33 86,949 593,121
Payables due to related companies — due after one year 27 226,029 —
Deposits received 34 — 76,638
Loans from minority shareholders 22 — 43,479
312,978 713,238

2,762,519 4,257,610

— 33 —
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BALANCE SHEET
31st December, 2002

Non-Current Assets

Property, plant and equipment

Payment for acquisition of land development rights
Investments in subsidiaries

Receivables due from subsidiaries

Investments in associates

Receivables — due after one year

Investments in securities

Current Assets

Receivables due from associates
Receivables — due within one year

Other receivables, deposits and prepayments
Bank balances and cash

Current Liabilities

Creditors, other payables and accrued charges

Payables due to related companies — due within one year
Payables due to associates

Bank loans and other borrowings — due within one year

Net Current Assets

Capital and Reserves
Share capital
Reserves

Non-Current Liabilities

Bank loans and other borrowings — due after one year
Payables due to subsidiaries

Payables due to related companies — due after one year

— 34 —

NOTES

14
16
18
18
19
20
21

19
20

27
19
33

28
31

33
18
27

2002 2001
HK$°000 HK$°000
7,830 8,722
14,687 2,727
319,966 329,186
1,741,781 1,515,455
2 2

22,586 25,246
10,717 19,517
2,117,569 1,900,855
14 473

59,043 16,239
8,354 2,687

_ 34172 _ 106,491
122,483 125,890
53,671 2,674
2,115 1,073

187 —
43,473 20,011
99,446 23,758
23,037 102,132
2,140,606 2,002,987
82,947 46,098
1,155,005 1,246,936
1,237,952 1,293,034
24 35
676,601 709,918
226,029 —
2,140,606 2,002,987
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FINANCIAL INFORMATION OF CHINA STRATEGIC GROUP

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended 31st December, 2002

At Ist January, 2001

Exchange adjustment

Share of net reserves movement
of associates

Net loss not recognised in the
consolidated income
statement

Arising from capital
reorganisation (noie 28)
Impairment loss of gcodwill of

subsidiaries and associates

Realised on disposal/dilution of
interest in subsidiaries

Appropriated from retained
profits

Net loss for the year

At 31st December, 2001

Exchange adjustment
Share of net reserves movement
of associates

Net loss not recognised in the
consolidated income
statement

Issue of shares (note 28}

Issue of shares by way of rights
issue (note 28)

Premium from issue of shares

Share issue expenses

Realised on disposal/dilution of
interests in associates

Realised on disposal/dilution of
interest in subsidiaries

Appropriated from retained
profits

Net loss for the year

At 31st December, 2002

Attributable to:

The Company and itg
subsidiaries

Associates

Special Capital Other non- Retained

Share Share  capital redemption Goodwill on Exchange distributable profits
capital premium  reserve reserve consolidation  reserve reserves  (deficit) Total
HK$'000 HK$'000 HK$'000  HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000
460,979 1,876,729 — 233 202,694 4,878 34,403 269,938 2,849,854
— — — — — (1,277 — — (7.277)
- — — — — (72) — — (72)
— — — — — (7,349) — - (7,349)
(414,881) — 414,881 — — — — — —
— — — — 14,005 — — — 14,005
— — — — (25,262) (650) (11,078) — (36,990
— — — — — — 12,068 (12,068) —
— — — — — — —  (598,730) (598,730}
46,098 1,876,729 414,881 233 191,437 (3,121) 35,393 (340,860) 2,220,790
— — — — — (1,144) — — (1,144)
— — — — — 904 (278) — 626
— — — — — (240) (278) — (518)
9,200 — — — — — — — 9,200
27,649 — — — — — — — 27,649
— 23,024 — — — — — — 23,024
— (2,405) — — — _ — — (2,405)
— — — — 3,544 (1,322) 86 ~ 2,308
— — — — (71,028) (2,190 (2,577) ~  (75,795)
— — — — — — 3,215 (3.215) —
- — — — - — —  477,107) (477,107)
82,947 1,897,348 414,881 233 123,953 (6,873) 35,839 (821,182) 1,727,146
82,947 1,897,348 414,881 233 55,395 (6,454) 36,000 (656,920) 1,823,430
— — — — 68,558 (419) (161) (164,262)  (96,284)
82,947 1,897,348 414,881 233 123,953 (6,873) 35,839 (821,182) 1,727,146
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED)
Year ended 31st December, 2002

The special capital reserve of China Strategic Group represents the amount arising from the Capital
Reduction as described in note 28(a).

Included in goodwill on consolidation as at 31st December, 2002, HK$16,344,000 (2001:
HK$16,344,000) represented goodwill arising on acquisition of subsidiaries. No goodwill arising on
acquisition of associates (2001: HK$3,544,000) were included in goodwill on consolidation,

Included in goodwill on consolidation as at 31st December, 2002, HK$71,739,000 (2001:
HK$211,325,000) represented negative goodwill arising from acquisition of subsidiaries. Included in
goodwill on consolidation as at 31st December, 2002, HK$68,558,000 represented negative goodwill
attributable to associates following the dilution of interest in Rosedale Hotel (2001: Nil).

The other non-distributable reserves of China Strategic Group include statutory reserves required to
be appropriated from the profit after taxation of the Company’s PRC subsidiaries under PRC laws and
regulations. The amount of the appropriation is at the discretion of the PRC subsidiaries’ board of
directors.
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CONSOLIDATED CASH FLOW STATEMENT
Year ended 31st December, 2002

OPERATING ACTIVITIES
Loss from operations

Adjustments for:
Dividend income
Interest income
Depreciation of property, plant and equipment
Amortisation of intangible asset
Amortisation of goodwill
Unrealised holding loss on investments in securities
(Gain) loss on disposal of investments in securities
Allowance for bad and doubtful debts
Impairment loss of property, plant and equipment
Impairment loss of goodwill of subsidiaries and associates
Impairment loss of interest in an associate
Impairment loss of properties under/held for development
Impairment loss on properties held for sale
Impairment loss on investment properties
Deficit arising on the revaluation of investment properties
Allowances for inventories
Allowances for loan and interest receivables
(Gain) loss on disposal of property, plant and equipment
Gain on disposal/dilution of interests in subsidiaries
Gain on disposal/dilution of interest in associates
Loss on disposal of investment property

Operating cash flows before movements in working capital
Decrease in properties held for sale

Increase in inventories

Increase in trade debtors

Increase in other receivables, deposits and prepayments
Decrease in advance to contractors

Increase in creditors, other payables and accrued charges
Increase (decrease) in income and other tax payable

Net cash from operations

Interest paid

Dividends paid to minority shareholders of subsidiaries
Tax paid in other jurisdictions

Refund of tax received in other jurisdictions

NET CASH FROM (USED IN) OPERATING ACTIVITIES

— 37 —

2002
HKS$’000

(448,532)

(3,732)
(37,956)
136,522

1,634
232,636
(71,760)

85,741

345,761

1,185
9,069
20,347
57,232
(82)
(64,193)
(14,980)
2,000

250,892
51,796
(103,859)
(95,961)
(54,138)
9,439
332,428
s

395,709

(96,496)
(4,285)
(2,869)

292,059

2001
HKS$’000

(901,688)

(5,509)
(71,725)
140,743

4,934
495
139,972

15,182

74,582
529,041

14,005

3,587

28,793

11,081

19,977

10,012

50,413

2,827
(63,047)

50

3,725

70,300
(57,621)
(11,759)
(109,333)

198,178
(7,614)

85,876
(121,235)
(4,124)
(8,953)

6

(48,430)
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CONSOLIDATED CASH FLOW STATEMENT (CONTINUED)
Year ended 31st December, 2002

2002 2001
NOTES HK$'000 HK$'000
INVESTING ACTIVITIES
Repayment from receivables 545,621 389,990
Proceeds from disposal of investments in securities 277,823 400,960
Proceeds from disposal of property, plant and equipment 77,670 5,818
Decrease in pledged bank deposits 58,681 528,831
Interest received 2,759 71,725
Proceeds from disposal/dilution of interests in associates 9,204 —
Repayment from minority shareholders 5,357 1,309
Proceeds from disposal/dilution of subsidiaries
{(net of cash and cash equivalents disposed of) 35 (38,484) 283,806
Dividend received from investments in securities 3,732 5,509
Receivable advanced (1,226,081) (670,140)
Purchase of investments in securities (365,544) (282,802)
Investments in associates (347,189) (44,100)
Purchase of property, plant and equipment (327,081) (279,977)
Deposit paid for acquisition of a subsidiary (75.000) —
Advance to associates (47,018) (17,560)
Purchase of subsidiaries
(net of cash and cash equivalents acquired) 36 (511 (354,450)
Payment for acquisition of land development rights (11,960) (2,727)
Costs incurred for properties under/held for development (3,760) (8,392)
Proceeds from disposal of investment properties — 14,450
Capital repatriation from an associate — 9,366
NET CASH (USED IN) FROM INVESTING ACTIVITIES (1,461,781) 51,616
FINANCING ACTIVITIES
Advance from loan payables 986,017 —
New bank loans and other borrowings raised 1,414,478 1,183,688
Issue of convertible notes 66,000 —
Proceeds from issue of shares 59,873 —
Contribution from minority shareholders 48,816 42,602
Advance from deposits received 10,795 —
Repayment of bank loans and other borrowings (1,256,252) (1,393,529)
Repayment to loan payables (450,851) —
Repayment to minority sharcholders (43,104) : —
Repayment to related companies (7,027) (16,917)
Share issue expenses (2,405) —_
Repayment to associates 1 —
Repayment of obligations under finance leases (13) )]
Advance from related companies — 53,409
Advance from associates — 9,625
NET CASH FROM (USED IN) FINANCING ACTIVITIES 826,256 (121,131)
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CONSOLIDATED CASH FLOW STATEMENT (CONTINUED)

Year ended 31st December, 2002

DECREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT THE
BEGINNING OF THE YEAR

EFFECT OF FOREIGN EXCHANGE RATE CHANGES

CASH AND CASH EQUIVALENTS AT THE END
OF THE YEAR

ANALYSIS OF THE BALANCES OF CASH
AND CASH EQUIVALENTS

Bank balances and cash

Bank overdrafts

— 39 —

NOTES

2002
HK$’000

(343,466)

744,927

474

401,935

425,397
(23,462)

401,935

2001
HK$°000

(117,945)

873,326

(10,454)

744,927

744,927

744,927
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NOTES TO THE FINANCIAL STATEMENTS
31st December, 2002

1.

GENERAL

The Company is a public limited company incorporated in Hong Kong with its shares and warrants listed on The Stock
Exchange of Hong Kong Limited (the “Hong Kong Stock Exchange”).

The Company is an investment holding company. The activities of its principal subsidiaries and associates are set out in notes
18 and 19.

ADOPTION OF NEW AND REVISED STATEMENTS OF STANDARD ACCOUNTING PRACTICE

During the year, the Group has adopted, for the first time, a number of new and revised Statements of Standard Accounting
Practice (“SSAPs”) issued by the Hong Kong Society of Accountants, which has resulted in the adoption of the following new
and revised accounting policies. The adoption of these SSAPs has resulted in a change in the format of presentation of the
cash flow statement and the statement of changes in equity but has had no material effect on the results for the current or prior
accounting periods. Accordingly, no prior period adjustment has been required.

Foreign Currencies

The revisions to SSAP 11 “Foreign Currency Translation” have eliminated the choice of translating the income
statements of overseas subsidiaries/associates at the closing rate for the year, the policy previously followed by the Group.
They are now required to be translated at an average rate. This change in accounting policy has not had any material effect
on the results for the current or prior accounting periods.

Discontinuing Operations

SSAP 33 “Discontinuing Operations” is concerned with the presentation of financial information regarding
discontinuing operations and replaces the requirements previously included in SSAP 2 *“Net Profit or Loss for the Period,
Fundamental Errors and Changes in Accounting Polices”. Under SSAP 33, financial information relating to the discontinuing
operation are disclosed separately from the point at which either a binding sale agreement is entered into or a detailed plan
for the discontinuance is announced. The adoption of SSAP 33 has resulted in the identification of the Group’s segment of
toll highway operation, consumer goods, electronic products, heavy-industries, property investment and hotel operation as
discontinuing operations in the current year, details of which are disclosed in note 5.

Employee Benefits

In the current year, the Group has adopted SSAP 34 “Employee Benefits”, which introduces measurement rules for
employee benefits, including retirement benefit plans. Because the Group’s participates only in defined contribution retirement
benefit schemes, the adoption of SSAP 34 has not had any material impact on the financial statements.

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical cost convention as modified for the valuation of investment
properties and investments in securities.

The financial statements have been prepared in accordance with accounting principles generally accepted in Hong Kong. The
principal accounting policies adopted are as follows:

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and its subsidiaries made
up to 31st December each year.

The results of subsidiaries and associates which are acquired or disposed of during the year are included in the
consolidated income statement from the effective date of acquisition or up to the effective date of disposal, as appropriate.

Goodwill

Goodwill arising on consolidation represents the excess of the cost of acquisition over the Group’s interest in the fair
value of the identifiable assets and liabilities of a subsidiary or associate at the date of acquisition.

Goodwill arising on acquisition prior to 1st January, 2001 continues to be held in reserves, and will be charged to the
income statement at the time of disposal of the relevant subsidiary or associate or at such time as the goodwill is determined
to be impaired.

Goodwill arising on acquisition after 1st January, 2001 is capitalised and amortised on a straight-line basis over its
useful economic life. Goodwill arising on the acquisition of an associate is included within the carrying amount of the
associate. Goodwill arising on the acquisition of subsidiaries is presented separately in the balance sheet.

On disposal of a subsidiary or associate, the attributable amount of unamortised goodwill/goodwill previously
eliminated against reserve is included in the determination of the profit or loss on disposal.
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Negative geodwill

Negative goodwill represents the excess of the Group’s interest in the fair value of the identifiable assets and liabilities
of a subsidiary or an associate at the date of acquisition over the cost of acquisition.

Negative goodwill arising on acquisition prior to 1st January, 2001 continues to be held in reserves and will be credited
to income ai the time of disposal of the relevant subsidiary or associate.

Negative goodwill arising on acquisition after Ist January, 2001 is presented as deduction from assets and will be
released to income based on an analysis of the circumstances from which the balance resulted.

To the extent that the negative goodwill is attributable to losses or expenses anticipated at the date of acquisition, it
is released to income in the period in which those losses or expenses arise. The remaining negative goodwill is recognised as
income on a straight-line basis over the remaining average useful life of the identifiable acquired depreciable assets. To the
extent that such negative goodwill exceeds the aggregate fair value of the acquired identifiable non-monetary assets, it is
recognised in income immediately.

Negarive goodwill arising on the acquisition of an associate is deducted from the carrying value of that associate.
Negative goodwill arising on the acquisition of subsidiaries is presented separately in the balance sheet as a deduction from
assets.

Investments in subsidiaries

Investments in subsidiaries are included in the Company’s balance sheet at cost less any identified impairment loss.

Investments in associates

The consolidated income statement includes the Group’s share of the post-acquisition results of its associates for the
year. In the consolidated balance sheet, interest in associates is stated at the Group’s share of the net assets of the associates
less any identified impairment loss.

The results of the associates are accounted for by the Company on the basis of dividends received and receivable during
the year. Investments in associates are included in the Company’s balance sheet at cost as reduced by any identified
impairment loss.

Recognition of revenue
Revenue of the Group for the year is recognised on the following bases:
Sales of goods is recognised when goods are delivered and title has passed to the customers.
Hotel revenue from rooms and other ancillary services are recognised when the services are rendered.
Sale of completed properties is recognised on the execution of a binding sale and purchase agreement.

Dividend income from investments in securities is recognised when the Group’s rights to receive payment have been
established.

Interest income is accrued on a time basis by reference to the principal outstanding and at the interest rate applicable.
Income from sale of newspaper is recognised when the newspapers are delivered.
Income from advertisement in newspaper is recognised when the relevant advertisement is published.

Rental income, including rental invoiced in advance from properties let under operating leases, is recognised on a
straight-line basis over the period of the respective leases.

Impairment of assets

At each balance sheet date, the Group reviews the carrying amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have suffered an impairment loss. If the recoverable amount of an asset is
estimated to be less than its carrying amount, the carrying amount of the asset is reduced to its recoverable amount. An
impairment loss is recognised as expenses immediately.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised estimate
of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset in prior years. A reversal of an impairment loss is recognised
as income immediately.

Investment properties

Investment properties are completed properties which are held for their investment potential, any rental income being
negotiated at arm’s length.
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Investment properties are stated at open market value based on professional valuation at the balance sheet date. Any
revaluation increase or decrease arising on the revaluation of investment properties s credited or charged to the investment
property revaluation reserve unless the balance on this reserve is insufficient to cover a revaluation decrease, in which case
the excess of the revaluation decrease over the balance on the investment property revaluation reserve is charged to the income
statement. Where a decrease has previously been charged to the income statement and a revaluation increase subsequently
arises, this increase is credited to the income statement to the extent of the decrease previously charged.

On disposal of an investment property, the balance on the investment property revaluation reserve attributable to the
disposed property is transferred to the income statement.

No depreciation or amortisation is provided on investment properties except where the unexpired term, including the
renewal period, of the relevant lease is twenty years or less.

Property, plant and equipment

Properties under construction and construction in progress

Properties under construction and construction in progress are stated at cost, which includes land cost and the related
construction cost and borrowing costs capitalised in accordance with the Group’s accounting policies, less accumulated
impairment losses. No depreciation or amortisation is provided on properties under construction and construction in progress
until the construction is completed and the properties and assets are ready for use.

Other property, plant and equipment

Property, plant and equipment, other than properties under construction and construction in progress, is stated at cost
less depreciation and accumulated impairment losses.

The gain or loss arising from disposal or retirement of an asset is determined as the difference between the sale proceeds
and the carrying amount of the asset and is recognised in the income statement.

Depreciation of toll highway is provided on the basis of a sinking fund calculation where annual depreciation charge
compounded at rates of 4% per annum will equal the cost of the toll highway at the end of the joint venture period of the
relevant company that holds the toll highway.

Depreciation is provided to write off the other items of the property, plant and equipment over their estimated useful
lives and after taking into account their estimated residual value, using the straight-line method, at the following rates per

annum:
Leasehold land and land use rights Over the term of the lease or land use rights
Buildings 2% or the term of the lease or land use rights, if shorter
Furniture and fixtures 10%-25%
Machinery and equipment 10%-20%
Motor vehicles 12.5%-25%

Assets held under finance leases are depreciated over their estimated useful lives on the same basis as assets owned
by the Group.

Properties under/held for development

Properties under/held for development where no decision has yet been taken to re-sell or hold for long term purposes
are stated at cost less accumulated impairment losses. No depreciation and amortisation is provided on properties under/held
for development until the construction is completed and the properties are ready for their intended use.

Costs comprise land cost, construction costs, borrowing costs capitalised in accordance with the Group’s accounting
policy and other direct costs attributable to the properties under/held for development.

Properties held for sale

Properties held for sale are stated at the lower of cost and net realisable value. Cost comprises all costs of purchase.
Net realisable value is calculated at the actual or estimated selling price less related costs of marketing and selling.

Investments in securities
Investments in securities are recognised on a trade date basis and are initially measured at cost.
Investments other than held-to-maturity debt securities are classified as investment securities and other investments.

Investment securities, which are securities held for an identified long-term strategic purpose, are measured at
subsequent reporting dates at cost, as reduced by any impairment loss that is other than temporary.

— 42 —




APPENDIX I FINANCIAL INFORMATION OF CHINA STRATEGIC GROUP

Other investments are measured at fair value, with unrealised gains and losses included in net profit or loss for the
period.

Capitalisation of berrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of a qualifying asset, which are
assets that necessarily takes a substantial period of time to get ready for its intended use or sale are capitalised as part of the
cost of that asset. Capitalisation of such borrowing costs ceases when the assets are substantially ready for their intended use
or sale. Investment income earned on the temporary investment of specific borrowings pending their expenditure on qualifying
assets is deducted from the borrowing costs capitalised.

All other borrowing costs are recognised as expenses in the period in which they are incurred.

Leased assets

Leases are classified as finance leases when the terms of the leases transfer substantially all the risks and rewards of
ownership of the assets concerned to the Group. Assets held under finance leases are capitalised at their fair value at the date
of acquisition. The corresponding liability to the lessor, net of interest charges, is included in the balance sheet as a finance
lease obligation. Finance costs, which represent the difference between the total leasing commitments and the original
principal at the inception of the respective leases, are charged to the income statement over the period of the relevant lease
so as to produce a constant periodic rate of charge on the remaining balances of the obligations for each accounting year.

All other leases are classified as operating leases and the rentals payables are charged to the income statement on a
straight-line basis over the relevant lease term.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is calculated using the weighted average cost
method. Net realisable value represents the estimated selling price less all estimated costs to completion and costs to be
incurred in marketing selling and distribution.

Foreign currencies

Transactions in currencies other than Hong Kong dollars are initially recorded at the rates of exchange prevailing on
the dates of the transactions. Monetary assets and liabilities denominated in currencies other than Hong Kong dollars are
re-translated at the rates prevailing on the balance sheet date. Gains and losses arising on exchange are dealt with in net profit
or loss for the year.

On consolidation, the assets and liabilities of the Group’s operations outside Hong Kong are translated at exchange rates
prevailing on the balance sheet date. Income and expense items are translated at the average exchange rates for the year.
Exchange differences arising, if any, are classified as equity and transferred to the Group’s translation reserve. Such translation
differences are recognised as income or as expenses in the period in which the operation is disposed.

Pension/Retirement benefit scheme

The pension costs/retirement benefit scheme contributions relating to the defined contribution scheme/ mandatory
provident fund scheme charged to the income statement represents contributions payable to the schemes by the Group at rates
specified in the rules of the schemes. The amount of contributions payable to previous schemes in jurisdictions other than
Hong Kong are charged to the income statement.

Taxation

The charge for taxation is based on the results for the year as adjusted for items which are non-assessable or disallowed.
Timing differences arise from the recognition for tax purposes of certain items of income and expense in a different accounting
period from that in which they are recognised in the financial statements. The tax effect of timing differences, computed using
the liability method, is recognised as deferred taxation in the financial statements to the extent that it is probable that a liability
or an asset will crystallise in the foreseeable future.
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4. TURNOVER

Sales of goods, net of returns and sales taxes
Toll highway operation

Sales of properties

Hotel operation

Rental income

Publication of newspaper

2002 2001
HK$°000 HK$'000
3,435,370 2,986,793
66,418 —
51,231 58,800
42,378 50,518
6,338 5,982

— 132,311
3,601,735 3,234,404

The Group carries out its activities primarily in the People’s Republic of China (“PRC”) including Hong Kong, details of the
analysis of the Group’s turnover and contribution to results from operations by principal business segment and geographical market

are set out in note 5.
5. SEGMENTAL INFORMATION

Business segments

For management purposes, the Group is currently organised into the following divisions. These divisions are the basis
on which the Group reports its primary segment information.

An analysis of the Group’s turnover and contribution to

business segments is as follows:

Discontinuing operations

operating results and segmental assets and liabilities by

Continuing operations

Toll
highway Consumer Electronic  Property

Hotel

operation  goods products investment operation
HK$'000 HK$'000 HKS$'000 HK$'000 HKS$'000
(Notea) (Note b) (Note b}  (Notec) (Noiec)

For the year ended 315t December, 2002

Heavy

industry Sub-total
HKS'000  HK$'000
(Note d)

Pharm. Investment in

aceutical securities, and

Tires products  receivables
HK$'000  HKS'000 HKS'000

Others Sub-total Elimination Consolidated

HK$'000  HK$°000

HKS000  HKS:000

REVENUE
Extemal 66,418 - — 57953 42378 131891 298,640 3003693 264,786 TLI60 94,055 3494294 — 3792934
Inter-segment - — — — — - - - - - 1,340 1,340 (1.840) -
66,418 - — 57953 42378 131891 298,640 3,063,693 264,786 TH760 95,895 3.496,134 (1,840) 3,792,934

RESULT
Segment result (45,968) - — (14350 (300) 18,023 (4259 (73,789) 18,08 (284,532) 85,161 {255,102 (984)  (298,683)
Unallocated corporate

expenses (191,539
Finance costs (109,460)
Interest income - 391 — - m - 661 1,m 2 19431 - 371295 - 37,956
Dividend income - 1,369 - - - - 1,369 - - 2,363 - 2,363 - 37132
Share of results of associates - — - - (150 — (151)  (94415) - (43,190 182 (137423 - {131579)
Loss before taxation (693,566)
Taxation (18,041
Loss before minority interests {713,607)
Minority interests 236,500
Net loss for the year {@n.10m
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Discontinuing operations Continuing operations
Toll Pharm- Investment in
highway Consumer Electronic  Property ~ Hotel ~ Heavy aceutical securities, and
operation  goods products investment operation industry Sub-fotal Tires products  receivables  Others Sub-total Elimination Consolidated

HKS'000 HKS$'000 HK$'000 HK$'000 HKS'000 HKS'000 HKS'000 HKS$000 HKS$'000 HK$'000 HK$'000 HK$'000  HKS'000  HKS$'000
(Notea) (Noteb) (Noteb) (Notec) (Notec) (Noted)

Assets and liabilities at 31st December, 2002

ASSETS
Segment assels - - - - - -~ — 2064209 114115 1,151,287 729,692 4,039,303 — 4059303
Interests in associates - - — — 306,326 -~ 306326 238730 - 135,935 337 375,002 - 681,328
Unallocated total assets 9,951
Consolidated total assets 4,750,582
LIABILITIES
Segment liahilities - — - - - ~ —  (838,339) (96,221) —  (282,293)(1.216,853) —  (1.2168%3)
Unallocated corporate

liabilities (1,084,188)
Cansolidated totat liabilities (2,301,041)

Other information for the year ended 31st December, 2002

Capital expenditure
- Property, plant and

equipment 1,240 - - 7830 9691 3191 21952 272,142 40,204 — 13 31235 - 3343
- Properties under/held
for development —_ — — 3760 - -~ 3,760 - - - — — — 3,760
Depreciation and amortisation 23,784 - - 1659 1338 2063 28844 97407 11,090 - 820 109312 — 138,156
Impairment loss 70,467 — - 10,254 — — 80721 275294 - - — 275294 - 356,015
Other non-cash expenses — - - - - - - 39 - 358,161 — 39595 — 39593
Gain on disposal of
investments in securities - — - -~ - — — — — 71,760 — 71,760 — 71,760
Gain on disposal of property,
plant and equipment - - — - - - - - - - 82 82 - 82
Loss on disposal of
investment property — - - - - -~ — - - — 2000 2,000 - 2,000
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Inter-segment revenue are charged at terms determined and agreed between the group companies.

Discontinuing operations

Continuing operations

Investment
Toll ) Pharm- in securities
Newspaper highway Consumer Electronic  Property ~ Hotel  Heavy aceutical and
publication operation  goods products investment operation industry Sub-fotal Tires products receivables  Others Sub-tota) Elimination Consolidated
HKS'000 HKS'000 HK$'000 HKS'000 HKS000 HKS'000 HKS'000 HK$'000 HKS'000 HK$'000 HKS'000 HKS'000 HKS'000  HK$'000  HK$'000
(Note ¢
For the year ended 315t December, 2001
REVENUE
External 132,311 — 189706 1310 65455 50518 L1S036 577336 2599622 6201 — 75929 2137622 — 3314958
Inter-segment - — - - 1,685 - - 1685 - - — 219 219 (3.878) -
132,311 — 189706 24310 6740 50518 115036 57902t 2,599,622 62,071 — 78122 279815 (3.878) 3314958
RESULT
Segment result (31,663) (360,272) 7,180 (6,998) (138.553) (18,125) 2583 (545.848) (128,124) 8591  (206741)  (2,782) (329.056) (874,904)
Unallocated
corporate
expenses (104.018)
Finance costs (81.462)
Interest income - - 150 53 - 289 83 3185 9,515 36 58,989 — 68,540 11,725
Dividend income - - - - - - —_ - - — 5414 83 5,509 5,509
Share of results of
associates (8,998) - - - - - - (8.9%) —  (699%) — 2004 (8999 (17.997)
Loss before taxation (1,001,147)
Taxation {5.982)
Loss before minority
interests {1,007,129)
Minority interests 408,399
Net loss for the year (598,730)
Assets and liabilities at 315t December, 2001
ASSETS
Segment assets — 841836 111,669 20933 602,285 208,102 124,177 1909002 2,704,852 185,625 1037962 96889 4025328 5,934,330
Interests in
associates 64,399 - - - - - —  b48%9 — - — 111,369 11,369 176,268
Unallocated total
assels 143,978
Consolidated totat
assets 6,254,576
LIABILITIES
Segment liabilities — (T2146) (40.281) (10,723) (121401) (8,693) (d4,244) (946,588) (637412) (84,061) —  (I91) (723,664) (1,670.252)
Unallocated
corporate
liabilities (1,039.952)
Consolidated total
lizbilities (2,710,204)
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Discontinuing operations Continuing operations
Investment
Toll Pharm- in securities
Newspaper  highway Consumer Electronic  Property  Hotel  Heavy aceutical and
publication operation  goods products investment operation industry Sub-total Tires products receivables  Others Sub-total Elimination Conselidated
HK$'000 HK$'000 HKS'000 HKS$'000 HK$'000 HKS'000 HKS'000 HK$'000 HKS$'000 HK$'000 HKS$'000 HKS$'000 HK$'000  HK$'000  HK$'000

{Note ¢)
Other information for the vear ended 31st December, 2001

Capital expenditure
- Property, plant

and equipment 41,383 273565 11,167 Mo 2508 — 419 351848 118195 114,393 - 1,000 233,588 385,436

- Properties

under/held for

development — - - — 8,392 - - 8@ - - - - - 8,392

- Investment

properties - - — — %510 - — 96,510 - - - - — 96,510
Depreciation and

amortisation 18,185 - 15% 837 1,792 — 436 3273 110,79 1079 - 1,563 113438 146,172
Impaicment loss - 36021 - — 103131 25,000 — 488403 80,512 - — 17592 98,104 586,507
Other non-cash

expenses - - — - - - - - 94,984 — 179,995 — 274979 274979
Loss on disposal of

investment

property - - - - 50 - - 50 — - - - - 50
Loss on disposal of

investments in

securities — — — - - - - — - — 15,182 - 15182 15,182

Loss on disposal of
property, plant
and equipment - - — - - - — - - - - 28 2827
Deficit arising on
the revaluation
on invesiment
properties - - - - 19977

!
|

19.977 - - -~ — - 19977

Inter-segment revenue are charged at terms determined and agreed between the group companies.

Notes:

(a) In September 2002, Rosedale Hotel Group Limited (“Rosedale Hotel”, formerly known as China Land Group Limited),
a non-wholly owned subsidiary of the Group, entered into a memorandum of understanding to dispose of its interest
in a subsidiary which was engaged in toll highway operation. Upon the completion of the disposal, the Group had no
interest in toll highway operation and the business segment of toll highway operation was regarded as discontinuing
operation during the year.

(b)  In January 2002, the Group disposed of its interest in Ningbo Zhongce Taifeng Food Company Limited (‘“Taifeng
Food”) and Hangzhou Zhongce Electrics Co., Limited (“Hangzhou Electrics”). Taifeng Food was mainly engaged in
manufacturing and trading of foods products while Hangzhou Electrics was engaged in manufacturing and trading of
electronic products, representing the business segment of consumer goods and electronic products respectively.

Upon the completion of the disposal, the Group had no interest in Taifeng Food and Hangzhou Electrics and the
business segments of consumer goods and electronic products were regarded as discontinuing operation during the year.

(c) In December 2002, the Group carried out an extensive group reorganisation which resulted in the dilution of the
Group’s interests in Rosedale Hotel from approximately 65.56% to approximately 32.20%. Rosedale Hotel is mainly
engaged in the activities of hotel operation and property investment. Upon the completion of the group reorganisation,
the business segment of hotel operation and property investment were regarded as discontinuing operation during the
year.

(d)  In August 2002, the Group disposed of its interest in China Tractors and Automobiles Manufacturing Limited (“China
Tractors”) and Yito (Ningbo) C.S.I. Tractor & Automobile Co., Ltd. (“Yito”). China Tractor and Yito were mainly
engaged in the manufacturing and trading of tractors and automobile related products, representing the business
segments of heavy industries.

Upon the completion of the disposal, the Group had no interest in China Tractors and Yito and the business segment
of heavy industries were regarded as discontinuing operation during the year.

— 47 —




APPENDIX 1 FINANCIAL INFORMATION OF CHINA STRATEGIC GROUP

(e) In December 2001, the Group disposed of its interest in Actiwater Resources Limited, which is mainly engaged in
newspaper publishing, to Leadership Publishing Group Limited (“Leadership Publishing”, formerly known as Sing Pao
Media Group Limited). Upon the completion of the disposal, the Group held approximately 27.97% interest in
Leadership Publishing and the business segment of newspaper publishing was regarded as discontinuing operation in
2001,

The aggregate carrying amounts of the assets and liabilities of the discontinuing operations at the date of discontinuance are
as follows:

2002 2001

Property

Toll investment
highway Consumer Electronic and hotel Heavy Newspaper
operation goods  products operation  industry Total publication

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK3'000

Total assets 728,010 138,620 27,821 908,670 191,405 1,994,526 204,996
Total liabilities (649,650) (46,425) (14,405) (264,749) (145,319) (1,120,548) (248,919)
Operating cash in(out)flow 44,561 — (4,782) 80,877 8,606 129,262 54,774

Cash outflow in respect of
investing activities (3,867) — — (48,025) — (51,892) (29,515)

Cash in(out)flow in respect of
financing activities (36,442) — — 65,068 (8,015) 20,611 66,972

Net operating cash in{out)flow 4,252 —_ (4,782) 97,920 591 97,981 92,231

Geographical segments

The following provides an analysis of the Group’s turnover by geographic market, irrespective of the origin of the
goods/services:

Turnover
2002 2001
HK3$'000 HK$'000
PRC, other than Hong Kong 2,624,238 2,346,119
Hong Kong 246,372 228,058
Overseas 731,125 660,227
3,601,735 3,234,404

The following is an analysis of the carrying amount of segment assets and capital additions analysed by the geographical area
in which the assets are located:

Carrying amount of Capital additions
segment assets For the year ended
At 31st December, 31st December,

2002 2001 2002 2001
HK3°000 HK$'000 HK38’000 HK3'000
PRC, other than Hong Kong 2,433,551 4,799,836 279,093 676,251
Hong Kong 2,297,828 1,052,700 58,978 14,087
Overseas 19,203 402,040 — —
4,750,582 6,254,576 338,071 690,338
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6.

OTHER OPERATING INCOME

Gain on disposal/dilution of interests in subsidiaries
Gain on disposal/dilution of interests in associates
Interest income

Gain on disposal of investments in securities
Dividend income from listed investments

Gain on disposal of property, plant and equipment
Net exchange gain

Sale of scrap materials

Others

OTHER EXPENSES

Impairment loss on:

Property, plant and equipment
— toll highway
— properties under construction
— construction in progress
— leasehold properties
— hotel property
— machinery and equipment
— motor vehicles

Properties held for sale

Investment properties

Properties under/held for development

Goodwill of subsidiaries and associates

Interest in an associate
Deficit arising on the revaluation of investment properties
Allowances for inventories
Unrealised holding loss on investments in securities
Allowances for bad and doubtful debts
Allowances for loan and interest receivables
Loss on disposal of investment property
Loss on disposal of investments in securities
Loss on disposal of property, plant and equipment
Others
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2002
HK$’000

64,193
14,980
37,956
71,760
3,732
82
8,700
18,052

13,432

232,887

2002
HK3$'000

70,467

45354
64,404

164,304

1,232

345,761

1,185
9,069

20,347
232,636
85,741
57,232
2,000

6,573

760,544

2001
HK$’000

63,047

71,725

5,509

946

16,561

157,788

2001
HKS$’000

360,272
63,257
61,493
25,000
17,863

1,156

529,041

11,081
28,793
14,005
3,587
19,977
10,012
139,972
74,582
50,413
50
15,182
2,827

899,522




APPENDIX I  FINANCIAL INFORMATION OF CHINA STRATEGIC GROUP

8. LOSS FROM OPERATIONS

2002
HK$°000
Loss from operations has been arrived at after charging:
Staff costs
— directors remuneration {note 9(a)) 3,205
— other staff costs (note 9(b)) 318,041
— retirement benefits scheme contributions, excluding directors 24,679
Total staff costs 345,925
Less: amount capitalised in toll highway, properties under/held for development
and properties under construction —
345,925
Auditors’ remuneration
Current year 7,846
Overprovision in prior year (380)
Depreciation and amortisation of property, plant and equipment:
— owned assets 136,496
— assets under finance lease 26
Less: amount capitalised in toll highway —
136,522
Amortisation of intangible asset included in administrative expenses —
Amortisation of goodwill included in administrative expenses 1,634
and after crediting:
Net rental income in respect of premises after outgoings of HK$1,111,000
(2001: HK$28,000) 12,272
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2001
HK$'000

2,696
302,566

37,050

342,312

(6,565)

335,747

6,521
(2,135)

140,967
5

(231)

140,743

4,934
495

11,886
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9. DIRECTORS’ AND EMPLOYEES’ REMUNERATION

(a) Directors’ remuneration

2002 2001
HK$'000 HK$’000
Fees
— Executive directors — —
— Non-executive directors —_ 295
— Independent non-executive directors 178 216
178 511
Other emoluments
— Executive directors
Salaries and other benefits 2,999 2,165
Retirement benefits contributions 28 20
3,027 2,185
3,205 2,696

The number of directors whose remuneration falls within the bands set out below is as follows:

2002 2001

Number of Number of

HKS$ directors directors
Nil to 1,000,000 10 12
1,000,001 to 1,500,000 2 I

During the year, no emoluments were paid by the Group to any director as an inducement to join or upon joining the
Group or as compensation for loss of office.

€s)] Employees’ remuneration

The five highest paid individuals in the Group included three (2001: two) directors of the Company, details of whose
remuneration are set out above. The aggregate remuneration of the remaining highest paid individuals, who are
employees of the Group, is as follows:

2002 2001

HK$000 HK$'000

Remuneration, salaries and other benefits 1,680 3,595
2002 2001

Number of Number of

HK$ employees employees

Nil to 1,000,000
1,000,001 to 1,500,000
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10.

11.

12.

FINANCE COSTS

2002 2001
HK$'000 HK$'000

Interest on borrowings wholly repayable within five years:
Bank borrowings 60,034 81,423
Other borrowings 17,257 198
Obligations under finance leases 10 9
77,301 81,630
Interest on bank borrowings not wholly repayable within five years 36,443 39,605
113,744 121,235
Less: Amount capitalised in construction in progress/toll highway (4,284) (39,773)
109,460 81,462

Borrowing costs capitalised during the year arose on the general borrowing pool and are calculated by applying a capitalisation
rate of 5.87% to expenditure on qualifying assets.

TAXATION
2002 2001
HKS$'000 HK$°000
The charge (credit) comprises:
Taxation in other jurisdictions 18,041 12,982
Qverprovision in prior years — (7,000)
Taxation attributable to the Company and its subsidiaries 18,041 5,982

No provision for Hong Kong Profits Tax has been made in the financial statements as the Company and its subsidiaries had
no assessable profit in either year.

Taxation in other jurisdictions is calculated at the rates prevailing in the respective jurisdictions. The Company and certain
of its subsidiaries incurred losses and hence are not subject to taxation.

Details of deferred taxation are set out in note 32.

LOSS PER SHARE

The calculation of the basic loss per share is based on the net loss for the year of HK$477,107,000 (2001: HK$598,730,000)
and on the adjusted weighted average of 620,259,682 (2001: adjusted 468,933,386) ordinary shares in issue during the year,
after adjustment for the effect of the rights issue as set out in note 28.

No disclosure of the diluted loss per share has been shown for the year ended 31st December, 2002 and 2001 as the exercise
of the share options and warrants would result in a decrease in loss per share.
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13.

INVESTMENT PROPERTIES

VALUATION

At 1st January

Acquired on acquisition of subsidiaries
Eliminated on disposal of subsidiaries
Disposal

Impairment loss

Deficit arising on revaluation

At 31st December

The Group

2002 2001
HK$'000 HK$'000
49,341 71,818
— 96,510
(28,272) (84,510)
(12,000) (14,500)
(9,069) —
— (19,977)

— 49,341

During the year, the Group identified impairment loss of HK$9,069,000 on investment properties located in PRC with

reference to the selling prices and has been charged to the consolidated income statement.

The carrying value of the investment properties comprises:

Properties held under medium-term leases in Hong Kong

Properties heid under medium-term land use right in the PRC

The investment properties were held for rental under operating leases.

The Group
2002 2001
HK3$'000 HK$°000
— 12,000
— 37,341
— 49,341
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14,  PROPERTY, PLANT AND EQUIPMENT

Furniture Machinery Properties
Land and and and Motor under Toll Construction Hotel
buildings fixtures equipment vehicles construction  highway  in progress  property Total

HKS'000  HKS$'000  HKS$'000  HK3'000 HK$'000  HK$000 HK$000  HKS$'000  HK$000

The Group
COST
At Ist January, 2002 456,150 26,985 1,133,979 40,938 404,089 1,170,838 151,980 225,000 3,609,959
Currency realignment (176) — (479) (14) — - (16) — (685)
Acquired on acquisition of

subsidiaries — -— 219 — — — — — 219
Reclassification 146 (146) — — — — — - —
Additions 6,727 32117 56,778 4,805 7,760 — 225,905 - 334,092
Transfer 17,262 32,643 126,449 — — — (176,354) — —
Disposals (12862)  (20500)  (93.256)  (2.809) — - —~ — (129427
Disposal of subsidiaries {121,950 (11,356)  (195,349) (9,245) (411,849 {1,170,838) (82,582)  {225,000) (2,228,169)
At 31st December, 2002 345,297 59,743 1,028,341 33,675 - - 118,933 — 1,585,989

DEPRECIATION AND

AMORTISATION
At Ist January, 2002 124,017 11,485 484,962 27,274 63,257 360,272 61,493 25,000 1,157,760
Currency realignment (53) 8] (204) @®) — — - - (266)
Reclassification 191 (191) — — — — — — —
Provided for the year 20,214 10,802 78.802 3,365 - 23,339 - - 136,522
Impairment loss recognised 64,404 — 164,304 1,232 — 70,467 45,354 — 345,761
Eliminated on disposals (8986)  (16231)  (24,353) (2,269) — - - — (51,839)
Eliminated on disposal of

subsidiaries (30,450) (1,812)  (104,735) (7,902) (63,257)  (454,078) (61,493) (25,000)  (748,127)
At 31st December, 2002 169,337 4,052 598,776 21,692 - — 45,354 — 839,211

NET BOOK VALUES
At 31st December, 2002 175,960 55,691 429,565 11,983 - — 73,519 - 746,778

At 31st December, 2001 332,133 15,500 649,017 13,664 340,832 810,566 90,487 200,000 2,452,199

(a) At 31st December, 2001, included in the net book value of toll highway is interest capitalised of HK$77,719,000.

(b) As explained in note 5(a), the Group reviewed the carrying amount of toll highway with reference to the selling price
for the disposal of toll highway. An impairment loss of approximately HK$70,467,000 has been identified which has
been recognised in the consolidated income statement during the year.

(©) In addition, due to recurring losses suffered by a tire factory subsidiary in the PRC, the Group reviewed the carrying
amount of machinery and equipment with reference to the estimated value determined under the discounted cash flow
method, an impairment loss of approximately HK$164,304,000 was identified which has been recognised in the
consolidated income statement during the year.

(d) The Group also reviewed the carrying amount of land and buildings, motor vehicles and construction in progress held
by certain subsidiaries with reference to the estimated net selling prices. An impairment loss of approximately
HK$110,990,000 was identified which has been recognised in the consolidated income statement during the year.
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Machinery
Land and Furniture and Motor
buildings and fixtures equipment vehicles Total

HK$’000 HK$°000 HK$’000 HK$°000 HKS$'000

The Company

COST

At 1st January, 2002 6,824 1,660 1,643 541 10,668
Additions — — 12 — 12
Disposals — (172) (339) — (511)
At 31st December, 2002 6,824 1,488 1,316 541 10,169
DEPRECIATION

At lst January, 2002 361 371 1,146 68 1,946
Provided for the year 171 313 194 134 812
Eliminated on disposals —_ (81) (338) —_ (419)
At 31st December, 2002 532 603 1,002 202 2,339

NET BOOK VALUES
At 31st December, 2002 6,292 885 314 339 7,830

At 31st December, 2001 6,463 1,289 497 473 8,722

At the balance sheet dates, the land and buildings of the Group and the Company are held under medium-term land use rights
in the PRC, other than Hong Kong.

The net book value of motor vehicles as at 31st December, 2002 included an amount of approximately HK$237,000 (2001:
HK$263,000) in respect of assets held under finance leases.

15. PROPERTIES UNDER/HELD FOR DEVELOPMENT

The Group
2002 2001
HK3$’000 HK$'000
COST
At 1st January 137,000 157,401
Development costs incurred during the year 3,760 8,392
Impairment loss — (28,793)
Disposal of subsidiaries (140,760) —
At 31st December — 137,000
Comprising:
2002 2001
HK3$'000 HKS$°000
Properties held under medium-term land use rights
in the PRC, other than Hong Kong — 111,000
Properties held under long-term land use rights
in the PRC, other than Hong Kong — 26,000
— 137,000
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16.

17.

PAYMENT FOR ACQUISITION OF LAND DEVELOPMENT RIGHTS

The Group and the Company

During the year ended 31st December, 2001, an agreement was entered into between the Company and
IEHEREFMHARKA (the “People’s Government of Li Qiao Town™) for the joint development project of a piece of land
which is adjacent to the eastern side of Beijing Capital Airport, the PRC, under which the Company agreed to make an
aggregate payment of approximately RMB230,000,000 (equivalent to HK$216,981,000) to the People’s Government of Li
Qiao Town for the land development right of the project.

As at 31lst December, 2002, partial payments of approximately RMBS&,000,000, equivalent to approximately
HK$7,441,000 (2001: RMB3,000,000, equivalent to approximately HK$2,727,000) was paid by the Company.

In addition, during the year, the Company has paid consultancy fee and project management fee for this project totalling
approximately HK$7,246,000 and the above amounts are included in the payment for acquisition of land development rights.

GOODWILL
The Group
2002 2001

HK3$'000 HK3'000
COST
At 1st January 33,203 —
Acquired on acquisition of subsidiaries — 53,112
Eliminated on disposal of subsidiaries (121) (19,909)
At 31st December 33,082 33,203
AMORTISATION
At 1st January 495 —
Provided for the year 1,634 495
At 31st December 2,129 495
NET BOOK VALUES

At 31st December 30,953 32,708

Goodwill is amortised on a straight-line basis and the amortisation period for goodwill is 20 years.
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18.

INVESTMENTS IN SUBSIDIARIES/RECEIVABLES DUE FROM SUBSIDIARIES/PAYABLES DUE TO
SUBSIDIARIES

2002 2001
HK$°000 HK3'000
Investments in subsidiaries
Shares listed overseas, at cost 228,703 228,703
Unlisted shares, at cost 91,263 100,483
319,966 329,186
Market value of listed shares . 10,530 23,868
Receivables due from subsidiaries
Amounts due from subsidiaries 3,876,129 3,598,640
Less: Allowances (2,134,348) (2,083,185)
J
1,741,781 1,515,455
Payables due te subsidiaries
Amounts due to subsidiaries 676,601 709,918

In the opinion of the directors, the receivables due from and payables due to subsidiaries are unsecured, non-interest bearing
and have no fixed terms of repayment. The amounts are unlikely to be repaid within one year and are therefore shown as
non-current.

Particulars of the principal subsidiaries at 31st December, 2002 are as follows:

Issued and
fully paid Proportion of nominal
Place of ordinary value of issued share
incorporation/ share capital/ capital/registered
registration and registered capital held by Principal
Name of subsidiary operation capital the Company activities
Directly Indirectly
% %
Australia Net.Com Limited Australia A$31,184,116 — 57.26 Investment
(“Australia Net.Com”) (note e) (note a) holding
China Pharmaceutical Industrial Hong Kong HK$2 — 57.26 Investment
Limited (note ¢) holding
China Enterprises Limited Bermuda Supervoting 33.27 24.84 Investment
(“China Enterprises”™) (note e) (note b) Common Stock (note b) (note b) holding
US$30,000
Common Stock
US$60,173
Double Happiness Tyre Industries PRC RMB280,684,311 — 55 [Inactive
Corporation Limited (“DH”) (note b)
(note d)
Dazhai C.S.I. Cement Co., Ltd. PRC RMB17,000,000 51 — Manufacture of
(note d) cement
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Issued and
fully paid Proportion of nominal
Place of ordinary value of issued share
incorporation/ share capital/ capital/registered
registration and registered capital held by Principal
Name of subsidiary operation capital the Company activities
Directly Indirectly
% %
Hangzhou Zhongce Rubber Co., PRC RMB469,748,777 — 51 Manufacture of
Limited (“Hangzhou Rubber”) (note b) tires
(note d)
Tung Fong Hung Investment Limited  British Virgin US$10,000 — 100 Manufacture and
(“Tung Fong Hung”) (note c) Islands trading of
Chinese and
western
pharmaceutical
products

Yinchuan C.S.1. (Greatwall) Rubber PRC RMB667,833,101 — 51 Manufacture of

Co., Ltd. (“Yinchuan C.S.1.”) (note b) tires
(note d)

Notes:

a. Australia Net.Com operates both in Australia and Hong Kong and its shares are listed on the Australian Stock
Exchange. Australia Net.Com and its subsidiaries are mainly engaged in the investment holding activities.

b. China Enterprises principally operates in the PRC and its shares were listed on the New York Stock Exchange
(“NYSE™) until 27th September, 2002 when it was suspended from trading as a result of China Enterprises’ failure to
meet NYSE’s continuing listing standards. The NYSE notified China Enterprises on 31st December, 2002 that the
Securities and Exchange Commission granted the application of the NYSE for removal on the common stock of China
Enterprises from listing and registration on the NYSE under the Securities Exchange Act of 1934 effective on 30th
December, 2002. On 26th November, 2002, the Company’s common shares began trading on the Over the Counter
Bulletin Board of the United States of America. The Group holds a 55.2% effective equity interest and an 88.8% voting
interest in China Enterprises. China Enterprises is a holding company which owns a majority stake in DH, Hangzhou
Rubber and Yinchuan C.5.1. at 31st December, 2002.

c. Tung Fong Hung operates in Hong Kong.

d. This is a PRC sino-foreign equity joint venture.

e. This is a limited company incorporated in the respective jurisdiction.

None of the subsidiaries had any debt securities subsisting at the end of the year or at any time during the year.

The above table lists the subsidiaries of the Company which, in the opinion of the directors, principally affected the results
for the year or formed a substantial portion of the assets and liabilities of the Group. To give details of other subsidiaries would, in
the opinion of the directors, result in particulars of excessive length.
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19. INTERESTS IN ASSOCIATES/RECEIVABLES DUE FROM ASSOCIATES/PAYABLES DUE TO ASSOCIATES

The Group The Company
2002 2001 2002 2001
HK$°000 HKS$ 000 HK$'000 HKS$ 000
Interests in associates
Share of net assets 714,070 156,132 —_ —
Goodwill
At 1st January 20,136 — — —
Arising from acquisition of associates 91,784 20,136 — —
Less: amortisation (1,147) — — —
Realised upon dilution of interests in associates (20,136) — — —
At 31st December 90,637 20,136 —_ —
Negative goodwill
At 1st January — — — _
Arising from acquisition of associates (123,379) — — —
At 31st December (123,379) — — —
Unlisted shares, at cost — — 2 2
681,328 176,268 2 2

Goodwill is amortised on a straight-line basis and the amortisation period for goodwill is 10 years. Negative goodwill is
released tc income over 10 years.

Receivables due from associates
Amounts due from associates 60,535 13,517 14 473

Payables due to associates
Amounts due to associates 139 9,625 187 —

Market value of listed shares of associates 567,143 155,837 —_ —
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Particulars of the principal associates at 31st December, 2002 are as follows:

Proportion of nominal
value of issued share

Place of capital/registered
incorporation/ Place of capital held indirectly
Name of associate registration operation by the Company Principal activities
%
Rosedale Hotel Group Limited Bermuda Hong Kong 32.20 Hotel operation and
(“Rosedale Hotel”, formerly known and PRC property
as China Land Group Limited) investment
(notes a and c)
Ananda Wing On Travel (Holdings) Bermuda Hong Kong 32.21 Business of
Limited (*Ananda Wing On”) providing
{notes a and c} package tours,
travel,
transportation,
and other related
services
Dong Fang Gas Holdings Limited Bermuda Hong Kong 43.06 Trading of ceramic
(“Dong Fang Gas”, formerly known and PRC tiles and
as Companion Building Material bathroom
International Holdings Limited) accessories and
(notes a and c) ’ securities trading
Hangzhou Sunrise Rubber Co., Ltd. PRC PRC 49,20 Manufacture of tires

(notes b and ¢)

Notes:
(a) The shares of Rosedale Hotel, Ananda Wing On and Dong Fang Gas are listed on the Hong Kong Stock Exchange.
()] Hangzhou Sunrise Rubber Co., Ltd. is an associate of Hangzhou Rubber.

(¢)  This is a limited company incorporated in the respective jurisdiction.

The amounts due from/to associates are unsecured, non-interest bearing and repayable on demand.
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The following is a summary of the most recent published financial information of the principal associates which were acquired
by the Group during the year:

Consolidated results for the year/period:

Rosedale Ananda Dong
Hotel Wing On Fang Gas
1.1.2002 to 1.4.2002 to 1.4.2002 to
31.12.2002 31.12.2002 30.9.2002 Total
HK3'000 HK$'000 HK$'000 HK$'000
Turnover 181,692 1,323,286 79,456 1,584,434
Loss before taxation and after minority interests (99,810) (302,917) (43,357) (446,084)
Loss before taxation and after minority interests
attributable to the Group since date of acquisition (1,600) (87,751) (3,275) (92,626)
Consolidated financial position:
Rosedale Ananda Dong
Hotel Wing On Fang Gas
At 31.12.2002 At 31.12.2002 At 30.9.2002 Total
HK$'000 HK$'000 HK$'000 HK$'000
Non-current assets 2,126,452 901,106 149,078 3,176,636
Current assets 166,972 536,923 534,215 1,238,110
Current liabilities (186,306) (478,490) (402,524) (1,067,320)
Non-current liabilities (1,056,027) (298,248) (3,220) (1,357,495)
Minority interests (103,766) — (24,606) (128,372)
Net assets 947,325 661,291 252,943 1,861,559
Net assets attributable to the Group:
As at 31st December, 2002 305,039 213,002 105,642 623,683

As at 31st December, 2002, the negative goodwill arose from the acquisition of Ananda Wing On. In April 2002, the Group
acquired approximately 34.58% interest in Ananda Wing On for a consideration of approximately HK$130 million and the interest
was subsequently diluted to approximately 32.21% after issue of shares and repurchase of shares of Ananda Wing On.

As at 31st December, 2002, the goodwill arose from the acquisition of Dong Fang Gas. During the year, the Group acquired
approximately 43.06% interest in Dong Fang Gas for a consideration of approximately HK$210 million.

Goodwill as at 31st December, 2001 mainly arose from the acquisition of Leadership Publishing in December, 2001. The
amount was released to the income statement following the dilution of the Group’s interest in Leadership Publishing from interest
in associate to other investment.

During the year, the Group’s interest in PacificNet, Inc. was diluted from approximately 29.52% to approximately 9.93%
following the allotment and issue of new shares by PacificNet, Inc.. Accordingly, the interest in PacificNet, Inc. has been reclassified
as other investment.

In December 2002, the Group carried out an extensive group reorganisation which resulted in the dilution of interest in
Rosedale Hotel from approximately 65.56% to approximately 32.20%.

The above table lists the associates of the Group which, in the opinion of the directors, constituted a substantial portion of
the share of results or of net assets of the associates. To give details of other associates would, in the opinion of the directors, result
in particulars of excessive length.
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20,

RECEIVABLES
The Group The Company
2002 2001 2002 2001
HK$000 HK$°000 HK3'000 HK$'000
Loan and interest receivables
— secured (note a) 230,300 270,474 — —
— unsecured (note b) 578,171 189,039 82,529 41,457
Receivables due from related companies (note c) 6 534 — 28
808,477 460,047 82,529 41,485
Less: Allowances (105,232) (50,413) — —_
703,245 409,634 82,529 41,485
Less: Amounts due within one year and
shown under current assets (680,659) (107,195) (59,943) (16,239)
Amounts due after one year 22,586 302,439 22,586 25,246

Notes:

(a)

(b)

Included in secured loan and interest receivables were amounts of approximately HK$121,500,000 (2001:
HK$123,491,000) and HK$108,800,000 (2001: HK$110,583,000) were amounts due from Danwei Limited (“Danwei”)
and Lucklong Venture Limited (“Lucklong™) respectively. Mr. Lau Ko Yuen, Tom, alternate director to Ms. Chau Mei
Wah, Rosanna of the Company, is a director of the ultimate holding company of Danwei and Lucklong. In addition,
Ms. Chau Mei Wah, Rosanna, director of the Company, is also a director of Danwei and Lucklong. Shares of certain
property holding companies held by Danwei and Lucklong were pledged to the Group as securities to the loans.

The loan receivables carry interest at the prevailing market rate.

Included in unsecured loan and interest receivables were amounts of approximately HK$103,757,000 (2001:
HK$45,183,000) due from China Development Corporation Limited, a former associate of the Group.

Included in unsecured loan and interest receivables were amounts of approximately HK$40,299,000 (2001:
HK$51,701,000) and approximately HK$78,193,000 (2001: nil) due from a subsidiary of an investee and associates of
the Group, respectively.

The loan receivables carry interest at the prevailing market rate.

Details of the receivables due from related companies are as follows:

The Group The Company
2002 2001 2002 2001
HK$'000 HK$’000 HK3'000 HK$'000
Paul Y. - ITC Management Limited 6 24 — —

Bob & Partners Co., Ltd. {(formerly known as

Star East Bob Limited) — 160 — —
Star East Management Services Limited — 157 — —
Rosedale Hotel Management Limited — 113 — —
Star East Holdings Limited — 80 — 28
6 534 — 28

The amounts are unsecured, non-interest bearing and repayable on demand.

Paul Y. - ITC Management Limited and Rosedale Hotel Management Limited are wholly-owned subsidiaries of
substantial shareholders of the Company.

Star East Management Services Limited and Bob & Partners Co., Ltd. are the subsidiaries of Star East Holdings
Limited, in which certain directors of the Company have beneficial interest.
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21. INVESTMENTS IN SECURITIES

The Group The Company
Other investments Other investments

2002 2001 2002 2001
HK$°000 HK$'000 HK$’000 HK$’000

Equity securities:
Listed 265,931 261,403 — _
Unlisted 46,952 73,279 9,892 18,692
312,883 334,682 9,892 18,692

Debt securities:

Unlisted 134,340 177,188 — —
Club debenture 825 1,538 825 825
Total 448,048 513,408 10,717 19,517
Total and reported as:

Listed

Hong Kong 239,016 214,248 — —
Elsewhere 26,915 47,155 — —
Unlisted 182,117 252,005 10,717 19,517
448,048 513,408 10,717 19,517

Classified under
Current 37,363 40,000 — —
Non-current 410,685 473,408 10,717 19,517
448,048 513,408 10,717 19,517
Market value of listed securities 265,931 261,403 — —

The carrying value of listed securities in Hong Kong at 31st December, 2002 included an amount of HK$11,988,250 (2001:
HK$71,005,500) and HK$52,984,800 (2001: HK$60,834,000), representing 6.73% (2001: 9.16%) and 10% (2001: 10%)
interest in Panva Gas Holdings Limited (“Panva Gas”) and Ming Pao Enterprises Corporation Limited (“Ming Pao”),
respectively. Panva Gas and Ming Pao are incorporated in the Cayman Islands and Bermuda respectively and both are listed
on the Hong Kong Stock Exchange.

In addition, following the rights issue carried out by Leadership Publishing and dilution of the Group’s interest in Rosedale
Hotel, the Group’s interest in Leadership Publishing was changed from interest in associate to other investments. At 31st
December, 2002, the market value of the Group’s interests in Leadership Publishing is approximately HK$33,211,000.

The carrying value of the unlisted debt securities at 31st December, 2002 included an investment of HK$8,000,000 (2001:
HK$52,585,000) in convertible bond (“G-Prop Bond”) issued by G-Prop (Holdings) Limited, a company listed on the Hong
Kong Stock Exchange. The G-Prop Bond is non-interest bearing and is due for redemption on 10th December, 2004 at
HK$57,000,000. It entitled the holders at any time after 10th December, 2002 and up to 10th December, 2004 to convert the
G-Prop Bond into shares in G-Prop (Holdings) Limited at a conversion price of HK$0.28 per share (subject to adjustment).

The carrying value of the unlisted debt securities at 31st December, 2002 also included a promissory note of HK$2,540,000
(2001: HK$40,000,000) issued by a third party and carries interest at prevailing market rate per annum, repayable on demand
and secured by shares in China Development Corporation Limited, a company listed on the Hong Kong Stock Exchange.
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22.

23.

24,

25,

LOANS FROM/TO MINORITY SHAREHOLDERS

The Group

The amounts were unsecured, non-interest bearing and disposed of by the Group following the dilution of the Group's
interest in Rosedale Hotel.

PROPERTIES HELD FOR SALE

The Group
Properties held for sale were carried at net realisable value.

During the year, the properties held for sale were disposed by the Group following the dilution of the Group’s interest
in Rosedale Hotel.

INVENTORIES
The Group
2002 2001
HK$'000 HK$°000
Raw materials 330,660 312,952
Work in progress 21,414 19,007
Finished goods 475,670 458,329

827,744 790,288

Included above are raw materials of HK$330,660,000 (2001: HK$312,952,000), work in progress of nil (2001:
HK$19,007,000) and finished goods of HK$475,670,000 (2001: HK$458,329,000) which are carried at their net realisable
value.

The cost of inventories recognised as an expense during the year was approximately HK$3,052,768,000 (2001:
HK$2,771,566,000).

TRADE DEBTORS

The Group allows its trade customers with credit period normally ranging from 90 days to 180 days. The aged analysis of the
trade debtors at the balance sheet date is as follows:

The Group
2002 2001
HK$'000 HK3'000
0-90 days 387,848 330,169
90-180 days 89,724 93,564
Over 180 days 56,387 57,291
533,959 481,024
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26.

27.

CREDITORS, OTHER PAYABLES AND ACCRUED CHARGES

Included in creditors, other payables and accrued charges are creditors with the following aged analysis:

The Group
2002 2001
HK3'000 HK$’000
0-90 days 219,156 278,148
90-180 days 48,641 43,876
Over 180 days 109,345 75,570
377,142 397,594
Add: Other payables and accrued charges 515,022 598,112
892,164 995,706
PAYABLES DUE TO RELATED COMPANIES
Details of the payables due to related companies are as follows:
The Group The Company

Notes 2002 2001 2002 2001

HK$’000 HK$’000 HK$'000 HK$°000

Nation Cheer Investment Limited @) 122,702 — 122,702 —
Hanny Magnetics Limited (1) 104,595 1,234 103,457 151
ITC Management Limited (it) 42,937 29,539 35 328
Paul Y. Project Management International Limited (i) 1,879 — 1,879 —
Mass Success International Limited 1) 71 594 71 594
Paul Y. - ITC Management Limited (i) — 127 — —
Paul Y. - ITC Construction Company Limited (L — 3,634 — —
Tai Shan Paul Y. Construction Co., Ltd. (i) —_ 1,364 - —
272,184 36,492 228,144 1,073

Less: Amounts due within one year
and shown under current liabilities ' (46,155) (36,492) (2,115) (1,073)
Amounts due after one year 226,029 _ 226,029 —

All amounts are unsecured, carry interest at prevailing market rate. Except the payables due to Nation Cheer Investment
Limited and Hanny Magnetics Limited which are repayable after one year from the balance sheet date, all remaining balances
are repayable on demand.

Notes:
(i) The companies are wholly-owned subsidiaries of substantial shareholders of the Company.

(i)  ITC Management Limited is a wholly-owned subsidiary of ITC Corporation Limited, a shareholder of the Company’s
substantial shareholder.
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28.

SHARE CAPITAL

Authorised:

Ordinary shares of HK$0.10 each
at 1st January, 2001

Consolidation of shares

Ordinary shares of HK$1.00 each
Adjustment of nominal value

Ordinary shares of HK$0.10 each
Additions

Ordinary shares of HK$0.10 each
at 31st December, 2001 and 2002

Issued and fuily paid:

Ordinary shares of HK$0.10 each
at 1st January, 2001
Consolidation of shares

Ordinary shares of HK$1.00 each
Adjustment to nominal value

Ordinary shares of HK$0.10 each
at 31st December, 2001

Issue of shares
Rights issue of shares

Ordinary shares of HK$0.10 each
at 31st December, 2002

Notes:

Notes

(a)

(a)

(a)

(a)

(a)

(b)
(c)

Number of shares

8,000,000,000
(7,200,000,000)

800,000,000

800,000,000

7,200,000,000

8,000,000,000

4,609,789,420

(4,148,810,478)

460,978,942

460,978,942
92,000,000

276,489,471

829,468,413

Value
HK$’ 000

800,000

800,000

(720,000)

80,000

720,000

800,000

460,979

460,979

(414,881)

46,098
9,200

27,649

82,947

(a) Pursuant to resolutions passed by the shareholders of the Company in an extraordinary general meeting held on 18th

June, 2001, the Company carried out the following capital reorganisation (“Capital Reorganisation”):

— Every ten ordinary shares of HK$0.10 each in the issued and unissued share capital of the Company were
consolidated into one ordinary share of HK$1.00 each (“Consclidated Share”) (“Share Consolidation™);

— Immediately following the Share Consolidation, the nominal value of the issued and unissued Consolidated
Shares was reduced from HK$1.00 to HK$0.10 each (“Capital Reduction™),

— The credit of approximately HK$414,881,000 arisen as a result of the Capital Reduction was credited to the
special capital reserve account of the Company;

—_ Upon the Capital Reduction becoming effective, the authorised capital of the Company was increased from
HK$80,000,000 to HK$800,000,000 by the creation of an additional 7,200,000,000 ordinary shares of HK$0.10

each.

Details of the Capital Reorganisation were set out in the circular to the Company’s shareholders dated 23rd May, 2001
and were approved by the High Court of the Hong Kong Special Administrative Region on 31st July, 2001.
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29,

30.

(b) The Company issued and allotted 92,000,000 shares of HK$0.10 each in the Company to its substantial shareholders
for cash at HK$0.20 each to raise additional working capital. The shares issued rank pari passu with the then existing
shares in issue in ail respects,

() Pursuant to resolutions passed by the shareholders of the Company in an extraordinary general meeting held on 7th
August, 2002, 276,489,471 new shares of HK$0.10 each were issued by way of rights issue (“Rights Issue™), at an issue
price of HK$0.15 per share, to the shareholders in the proportion of one rights share for every two existing shares held,
with a bonus issue of warrants. The bonus issue of warrants was issued to the shareholders pursuant to the Rights Issue
on the basis of three units of subscription rights with initial subscription price of HK$0.16 per share, subject to
adjustment, for every five rights shares taken up. The net proceed will be used for partial payment of compensation fees
to be paid by the Company for the joint development project of a piece of land which is adjacent to the eastern side
of Beijing Capital Airport, the PRC. Details of the above joint development project are set out in note 16.

WARRANTS

At 31st December, 2002, the Company had outstanding warrants conferring rights to subscribe for up to HK$26,542,989 in
cash for shares. Exercise in full of these outstanding warrants would, under the share capital structure of the Company as of
31st December, 2002, result in the issue of 165,893,682 new shares of HK$0.10 each in the Company.

In accordance with the conditions attached to the warrants of the Company, each of the warrants confers rights to the registered
holder to subscribe for one new share of the Company in cash at an initial subscription price of HK$0.16 per share, subject
to adjustment, at any time from the date of issue to 31st December, 2003 (both days inclusive).

There were rio warrants exercised during the year.
SHARE OPTIONS
The Company

The 1992 Scheme

In accordance with the terms of the Company’s Executive Share Option Scheme adopted on 20th July, 1992 and
effective for a period of ten years after the date of the scheme, the Company granted to directors and employees of the
Company and its subsidiaries share options to subscribe for its ordinary shares for a consideration of HK$1 for the primary
purpose of providing incentives to directors and eligible employees. The subscription price, subject to adjustment, is based
on 80% of the average of the closing prices of the shares of the Company on the five trading days immediately before the
options were offered. Options granted are exercisable not later than ten years after the date the options are granted. The 1992
Scheme was terminated pursuant to an ordinary resolution passed at an extraordinary general meeting of the Company held
on 4th June, 2002.

At 31st December, 2002, the number of shares in respect of which options had been granted under the 1992 Schemes
was 510,000 (2001: 376,750), representing approximately 0.061% (2001: 0.082%) of the shares of the Company in issue at
that date. The total number of shares in respect of which options may be granted under the 1992 Scheme was not permitted
to exceed 10% of the shares of the Company in issue excluding any share issued pursuant to the 1992 Scheme at any point
in time, without prior approval from the Company’s shareholders. The number of shares in respect of which options may be
granted to any individual was not permitted to exceed 25% of the aggregate number of shares of the Company in issue and
issuable under the 1992 Scheme at any point in time, without prior approval from the Company’s shareholders.
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A summary of the movements of share options under the 1992 Scheme during the year is as follows:

Number of shares under option
Surrendered/ Adjustment

Exercise Outstanding lapsed during due to the Outstanding
Date of grant Exercisable period price Notes  at 1.1.2002 the year  Rights Issue at 31.12.2002
HK$
21.7.1997 21.7.1998 to 6.060 (i) 9,750 (9,750) — —
20.7.2002
12.1.2000 18.1.2000 to 3.440 (i) 50,000 — (50,000) —
17.1.2005
3.145 (i) — — 75,000 75,000
Total for directors 59,750 (9,750) 25,000 75,000
Employees
21.7.1997 21.7.1998 to 6.060 1 27,000 (27,000) — —
20.7.2002
14.2.2000 16.2.2000 to 4.050 (ii) 290,000 — (290,000) —
15.2.2005
3.702 (i) — — 435,000 435,000
Total for employees 317,000 (27,000) 145,000 435,000
Grand total 376,750 (36,750) 170,000 510,000
Notes:

(1) As the options lapsed before the Rights Issue became effective, no adjustments were required to be made on the exercise
price and number of options granted.

(i) Following the Rights Issue, the exercise prices of the share options were adjusted to HK$3.145 and HK$3.702 from
their initial exercise prices of HK$3.440 and HK$4.050 respectively. The number of share options was also adjusted
as a result of the Rights Issue.
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A summary of the movement of share options under the 1992 Scheme for the year ended 31st December, 2001 is as

follows:
Number of shares under option
Adjustment Surrendered/
Exercise Outstanding  due to share lapsed during Outstanding
Date of grant  Exercisable period price Notes at 1.1.2001 consolidation the year at 31.12.2001
HK3
21.7.1997 21.7.1998 to 0.606 (i) 97,500 (97,500) — —
20.7.2002
6.060 i) —_ 9,750 — 9,750
12.1.2000 18.1.2000 to 0.344 i) 1,000,000 (1,000,000) — —
17.1.2005
3.440 (i) — 100,000 (50,000) 50,000
Total for directors 1,097,500 (987,750) (50,000) 59,750
21.7.1997 21.7.1998 to 0.606 (1 21,550,000 (330,000) (21,220,000) —
20.7.2002
6.060 (H — 33,000 (6,000) 27,000
27.5.1999 27.5.1999 to 0.300 25,000,000 — (25,000,000) —
26.5.2004
22.11.1999 22.11.1999 to 0.320 (i) 2,000,000 (2,000,000) — —
21.11.2004
3.200 (i) — 200,000 (200,000) —
14.2.2000 16.2.2000 to 0.405 1) 7,900,000 (2,500,000) (5,000,000) —
15.2.2005
4.050 i) — 290,000 — 290,000
Total for employees 56,450,000 (4,707,000) (51,426,000) 317,000
Grand total 57,547,500 (5,694,750) (51,476,000) 376,750
Note:

(i) Following the Capital Reorganisation, the exercise prices of the share options were adjusted to HK$6.06, HK$3.2,
HK$3 44 and HK$4.05 from their initial exercise prices of HK$0.606, HK$0.32, HK$0.344 and HK$0.405 respectively.

The 2002 Scheme

On 4th June, 2002, the Company adopted a new share option scheme (2002 Scheme”) which is effective for a period
of ten years for the primary purpose of providing incentives to directors and eligible employees. Under the 2002 Scheme, the
Board of Directors of the Company may grant options to eligible employees, including executive directors of the Company
and its subsidiaries, to subscribe for shares in the Company for a consideration of HK$1. Options granted must be taken up
within 30 days of the date of grant, upon payment of HK$1 per grant. Options granted are exercisable not later than ten years
after the date the options are granted. The exercise price, subject to adjustment, is determined by the board of directors of the
Company and will not be less than the highest of (i) the closing price of the Company’s share on the date of options granted,
(ii) the average closing price of the Company’s shares for the five business days immediately preceding the date of grant and
(ii1) the nominal value of the Company’s share.

The tctal number of shares in respect of which options may be granted under the 2002 Scheme is not permitted to
exceed the higher of 10% of the shares of the Company in issue excluding any share issued pursuant to the 2002 Scheme at
any point in time, without prior approval for the Company’s shareholders. The number of shares in respect of which options
may be granted to any individual is not permitted to exceed 1% of the aggregate number of shares of the Company in issue
and issuable under 2002 Scheme at any point in time, without prior approval from the Company’s shareholders.

There were no options granted under the 2002 Scheme.
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31.

Subsidiary

China Enterprises

Pursuant to the Executive Share Option Scheme adopted on 7th June, 1994 and effective for a period of ten years after
the date of the adoption of the scheme, China Enterprises granted options to officers and employees, and directors who are
also employees, of China Enterprises and its subsidiaries to subscribe for common stock in China Enterprises for a
consideration of HK$1 for the primary purpose of providing incentives to officers, directors and eligible employees, subject
to a maximum of 910,000 shares. Shares of common stock to be issued upon the exercise of options will be authorised and
unissued shares. An independent committee (the “Committee”) of China Enterprises’ board of directors was formed to monitor
and consider the granting of options under the scheme. The subscription price will be determined by the Committee, and will
not be less than 80% of the average closing price of shares of common stock over the five trading days immediately preceding
the date of offer of the option.

At 31st December, 2002, the number of shares in respect of which options had been granted under the above scheme
was 20,000 (2001: 20,000), representing 0.22% (2001: 0.22%) of the share of China Enterprises in issue at that date. The total
number of shares in respect of which options may be granted under the schemes is not permitted to exceed 910,000 of the
shares of China Enterprises in issue at any point in time, without prior approval from China Enterprises’ shareholders. The
number of shares in respect of which options may be granted to any individual is not permitted to exceed 25% of the shares
of China Enterprises in issue at any point in time, without prior approval from China Enterprises’ shareholders.

A summary of the movements of share options under the share option scheme of China Enterprises held by employees
during the year is as follows:

Qutstanding

_ at 1.1.2001 and

Exercisable period Exercise price 31.12.2002 and 2001
Uss

3.2.2000 to 2.2.2010 9.9375 20,000

There were no options granted/lapsed under the share option scheme of China Enterprises during 2001 and 2002.

RESERVES
Special Capital
Share capital redemption
premium reserve reserve Deficit Total
HK3$'000 HK$'000 HK3’000 HKS$000 HK3$'000
The Company
At Ist January, 2001 1,876,729 — 233 (423,602) 1,453,360
Arising from Capital Reduction — 414,881 — — 414,881
Net loss for the year — — — (621,305) (621,305)
At 31st December, 2001 1,876,729 414,881 233 (1,044,907) 1,246,936
Premium from issue of shares 23,024 — — —_ 23,024
Share issue expenses (2,405) — — — (2,405)
Net loss for the year —_ —_ — (112,550) (112,550)
At 31st December, 2002 1,897,348 414,881 233 (1,157,457) 1,155,005

The special capital reserve of the Company represents the amount arising from the Capital Reduction as described in note
28(a).

At 31st December, 2002 and 2001, the Company had no reserves available for distribution to shareholders.
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DEFERRED TAXATION

The components of the deferred taxation (credit) charge not recognised for the year are as follows:

The Group The Company
2002 2001 2002 2001
HK$'000 HK$000 HKS$000 HK3'000
Tax effect of timing differences attributable to:
Difference between depreciation allowances claimed
for tax purposes and depreciation charged in the
financial statements (72) 393 (72) 187
Tax loss (arising) utilised (4,563) (109,097) 3,000 1,273
Released upon dilution of a subsidiary 38,276 — — —
Impairment and revaluation losses on properties — (476) — —
33,641 (109,180) 2,928 1,460

At the balance sheet date, the components of the deferred taxation asset (liability), not recognised in the financial statements,

are as follows:

The Group The Company
2002 2001 2002 2001
HK$'000 HKS$'000 HK$°000 HK$°000
Tax effect of timing differences attributable to:
Excess of depreciation allowances claimed for
tax purposes over depreciation charged in the
financial statements (5,976) (6,166) (455) 327)
Unutilised tax losses 285,198 307,696 19,000 22,000
Impairment and revaluation losses on properties — 11,333 — —
279,222 312,863 18,545 21,473

The deferred taxation asset is not recognised because it is uncertain whether the tax benefit will be realised in the foreseeable

future.
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33.

BANK LOANS AND OTHER BORROWINGS

Bank loans

Obligations under finance leases (note a)

Bank overdrafts
Other borrowings (note b)

Secured
Unsecured

Repayable as follows:

Within one year
Between one and two years
Between two and five years
Over five years

Less: Amount due within one year included
under current liabilities

Amount due after one year

The Group The Company
2002 2001 2002 2001
HK$'000 HK$'000 HK$'000 HK$’000
1,046,851 1,515,206 20,000 20,000
174 187 35 46
23,462 — 23,462 —
13,323 —_ — —
1,083,810 1,515,393 43,497 20,046
181,715 672,735 — —
902,095 842,658 — —
1,083,810 1,515,393 — —
996,861 922,272 43,473 20,011
41,752 53,754 24 35
45,197 24,386 — —_
— 514,981 —_ —
1,083,810 1,515,393 43,497 20,046
(996,861) (922,272) (43,473) (20,011)
86,949 593,121 24 35
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Notes:
(@)
Present value of
Minimum lease payments minimum lease payments
The Group The Company The Group The Company
2002 2001 2002 2001 2002 2001 2002 2001

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK3'000 HK$ 000

Amounts payable
under finance

leases:
Within one year 158 24 14 14 150 14 11 11
In the second to fifth
years inclusive 32 189 33 47 24 173 24 35
190 213 47 61 174 187 35 46
Less: Future finance
charges (16) (26) 12) (15) — — — —_
Present value of lease
obligations 174 187 35 46 174 187 35 46
Less: Amount due
within one year (150) (14) (11) (11)
Amount due after
one year 24 173 24 35

The average lease term is five (2001: five) years. For the year ended 3ist December, 2002, the average effective
borrowing rate was 6% (2001: 5%). Interest rate is fixed at the contract date. All leases are on a fixed repayment basis
and no arrangements have been entered into for contingent rental payments.

The Group’s obligations under finance leases contract are secured by the lessor’s charge on the hired assets.
(b)  The amounts carrying interest at prime rate plus 3%.
34. DEPOSITS RECEIVED

The Group

The amounts represented deposits received in connection from the pre-sale of certain properties under/held for
development. The deposits would be transferred to the income statement upon the execution of the binding sale and purchase
agreements.

During the year, the deposit received were disposed of by the Group following the dilution of the Group’s interest in
Rosedale Hotel.
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3s.

DISPOSAL/DILUTION OF INTERESTS IN SUBSIDIARIES

2002 2001
HK$'000 HK$'000
Net assets disposed of:
Investment properties 28,272 84,510
Property, plant and equipment 1,479,442 189,164
Property under/held for development 140,760 —
Goodwill 121 19,909
Intangible asset — 102,274
Interests in associates — 19,432
Investments in securities 7,379 26,262
Loans to minority shareholders 21,408 —_
Deposits paid for acquisition of subsidiaries 75,000 —
Properties held for sale 31,793 —
Inventories 46,412 197,426
Trade debtors 51,083 175,958
Receivables 43,119 —
Other receivables, deposits and prepayments 69,098 240,996
Income and other tax recoverable 3,077 —
Bank balances and cash 113,992 76,490
Creditors, other payables and accrued charges (461,875) (402,133)
Income and other taxes payable (3,523) (75)
Bank loans and other borrowings (613,258) (314,750)
Obligations under finance leases . (2,727) —
Minority interests (411,777) (35,268)
Deposits received (87,433) —_
Loans from minority shareholders (375) —
Convertible note (66,000) —
463,988 380,195
Negative goodwill reserve realised (71,028) (25,262)
Exchange reserve realised (2,190) 650)
Other non-distributable reserves realised (2,577) (11,078)
388,193 343,205
Gain on disposal/dilution 64,193 63,047
452,386 406,252
Satisfied by:
Cash 75,508 360,296
Interest in a subsidiary (nore 37(g)) 43,199 —
Other receivables 26,161 —_
Interests in associates 307,518 9,556
Receivables — 36,400
452,386 406,252
Analysis of the net (outflow) inflow of cash and cash equivalents
in connection with the disposal/dilution of subsidiaries:
Cash consideration received 75,508 360,296
Bank balances and cash disposed of (113,992) (76,490)
Net (outflow) inflow of cash and cash equivalents (38,434) 283,806

The subsidiaries disposed of during the year contributed HK$298,640,000 (2001: HK$132,311,000) to the Group’s turnover,
and HK$42,597,000 (2001: HK$31,663,000) to the Group’s loss from operations.
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36. PURCHASE OF SUBSIDIARIES

During the vear, the Group’s purchase of subsidiaries mainly represented the acquisition of a further 65% interest in Wintime
Properties Developments Limited (“Wintime™) and the sharcholders’ loan to Wintime for a total consideration of HK$43.2
million which is satisfied by the disposal of the entire interests in another subsidiary. This acquisition has been accounted for
by the acquisition method of accounting.

2002 2001
HK$’000 HK$' 000

Net assets acquired:
Investment properties — 96,510
Property, plant and equipment 219 77,071
Interests in associates — 19,466
Receivables — 44,201
Investments in securities — 54,599
Properties held for sale 51,893 83,180
Inventories 356 70,771
Trade debtors ) 14,219 27,304
Other receivables, deposits and prepayments 12,725 150,390
Income and other tax recoverable — 129
Bank balances and cash 422 52,568
Creditors, other payables and accrued charges (25,905) (109,964)
Income and other tax payable (193) —_
Bank loans and other borrowings — (104,941)
Obligations under finance leases — (143)
Minority interests (1,529) (51,738)
52,207 409,403
Goodwill arising on acquisition — 53,112
52,207 462,515

Satisfied by:

Cash 933 407,018
Interest in a subsidiary (note 37(g)) 43,199 —
Reclassification from interest in an associate 17,440 37,032
Reclassification from amount due to an associate (9,365) —_
Other receivables, deposits and prepayments — 18,465
52,207 462,515
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Analysis of the net cash outflow of cash and cash equivalents in connection with the purchase of subsidiaries:

2002 2001

HK$’ 000 HK$’000

Cash consideration paid (933) (407,018)

Bank balances and cash acquired 422 52,568
Net cash outflow of cash and cash equivalents in connection with

the purchase of subsidiaries (511) (354,450)

The subsidiaries acquired during the year contributed HK$107,020,000 (2001: HK$99,967,000) to the Group’s turnover, and
HK$2,645,000 (2001: HK$87,730,000) to the Group’s loss from operations.

MAJOR NON-CASH TRANSACTIONS

During the year ended 31st December, 2002, the major non-cash transactions are as follows:

€))

(b)

(©)

(@

(e)

]

(g)

As explained in note 6(c), the Group's interest in Rosedale Hotel was diluted from approximately 65.56% to
approximately 32.20%. Accordingly, increase in interest in an associate of approximately HK$307,518,000 arose from
the dilution of interest in Rosedale Hotel held by the Group.

During the year, the Group’s interest in Leadership Publishing was diluted from approximately 27.97% to
approximately 19.69% following the rights issue carried out by Leadership Publishing and dilution of the Group’s
interest in Rosedale Hotel. Accordingly, interest in an associate of approximately HK$38,543,000 was decreased as a
result of dilution of interest in Leadership Publishing.

Finance lease arrangement in respect of property, plant and equipment with a capital value at the inception of the leases
of approximately HK$2,727,000.

Increase in other receivable, deposits and repayment of approximately HK$10,000,000 as a result of the disposal of
investment properties.

During the year, repayment of loan receivables of HK$286,767,000 was satisfied by the same amount of loan payables
under a deed of novation dated 30th September, 2002 entered into by the Group and relevant parties.

During the year, repayment of loan receivables of HK$22,928,000 was satisfied by the same amount of loan payables
under four deed of assignments dated 31st December, 2002 entered into by the Group and the relevant parties.

During the year, the Group acquired a further 65% interest in Wintime and the shareholders’ loan to Wintime for a total
consideration of HK$43.2 million which is satisfied by the disposal of the entire interests in another subsidiary.

During the year ended 31st December, 2001, the major non-cash transactions are as follows:

(@)

()

©
(d)

Decrease in interests in associates of approximately HK$37,032,000 and other receivables of approximately
HK$18,465,000 were part of the consideration paid for acquisition of subsidiaries.

Additions to interests in associates of approximately HK$9,556,000 and loan receivables of approximately
HK36,400,000 were part of the consideration received for disposal of certain subsidiaries.

Additions to toll highway of HK$188,331,000 were transferred from advances to contractors.

Finance lease arrangements in respect of property, plant and equipment with a capital value of the contracts amounted
to approximately HK$53,000.

Investments in securities of approximately HK$64,295,000 was reclassified as interests in associates following the
increase of the Group’s interest in the associate.
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38. COMMITMENTS

At the balance sheet date, the Group had the following capital commitments:

THE GROUP THE COMPANY
2002 2001 2002 2001
HK$'000 HKS$'000 HKS$'000 HKS$'000
Contracted for but not provided in the financial
statements in respect of:
— Land development rights 209,540 214,254 209,540 214,254
— Property, plant and equipment 137,061 18,005 — —
— Construction in progress 15,531 10,849 — _
— Properties under/held for development — 26,902 — —
— Properties under construction —_— 129,393 — —_
362,132 399,403 209,540 214,254
Authorised but not contracted for in respect of
property. plant and equipment —_ 35,096 —_ —

39. OPERATING LEASE COMMITMENTS

The Group has made approximately HK$36,974,000 (2001: HK$17,432,000) minimum lease payments under operating leases
during the year in respect of office premises.

The Group as lessee

At the balance sheet date, the Group and the Company had commitments for future minimum lease payments under
non-cancellable operating leases in respect of land and buildings which fall due as follows:

THE GROUP THE COMPANY
2002 2001 2002 2001
HK3°000 HK$000 HK$’000 HK$'000
Within one year 24,899 26,429 577 992
In the second to fifth year inclusive 37,094 25,482 577 —
Over five years 155 1,678 — —
62,148 53,589 1,154 992

Leases are negotiated for an average term of two to three years and rentals are fixed for an average of two to three years.
The Group as lessor
Property rental income earned during the year was HK$13,383,000 (2001: HK$11,914,000).
At the balance sheet date, the Group had contracted which tenants for the following future minimum lease payments:
The Group

2002 2001
HKS$'000 HK3°000

Within one year — 9.479

In the second to fifth year inclusive _ 18,633
Over five years — 994

— 29,106
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40. CONTINGENT LIABILITIES

(a)

(b)

THE GROUP THE COMPANY
2002 2001 2002 2001
HKS$'000 HKS$'000 HK$’000 HKS$'000
Corporate guarantee given by the Company for
banking facilities granted to subsidiaries — — 93,145 108,243
Other guarantees issued to:
Associates 169,635 182,302 — —
Outsiders 780 780 780 780
170,415 183,082 93,925 109,023

The Company has granted a guarantee in favour of MTR Corporation Limited (“MTR”) in respect of outstanding rent
and obligations under the tenancy agreement entered into between Tung Fong Hung Medicine (Retail) Limited, a
wholly-owned subsidiary of the Company, and MTR for the leased properties.

41. PLEDGE OF ASSETS

(@

(b)

(©)

At 31st December, 2002, the following assets were pledged to secure credit facilities granted to the Group:

— No investment properties were pledged as at 31st December, 2002. As at 31st December, 2001, investment
properties with carrying value of approximately HK$17,630,000.

— Certain property, plant and equipment with a carrying value of HK$219,532,000 (2001: HK$234,462,000).
— Bank deposits of HK$24,839,000 (2001: HK$83,520,000).

— All assets of a subsidiary of the Company with a consolidated net assets value of HK$45,746,000 (2001: Nil).

At 31st December, 2002, the following assets were pledged to secure margin account credit facilities granted to the
Group:

—_— Investment in securities with a carring value of HK$249,990,000 (2001: HK$5,244,000).

—_— No shares in associates were pledged as at 31st December, 2002. As at 31st December, 2001, certain shares in
associates with carrying value of approximately HK$53,194,000.

The margin loan facilities amounting to HK$13,323,000 (2001: Nil) were utilised by the Group.
In 2001, the Group pledged its right to receive toll fee income from the toll highway to a bank to secure the credit

facilities. The pledge was released from the Group following the disposal of the Group’s interest in the toll highway
during the year.
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RELATED PARTY TRANSACTIONS

During the year, the Group entered into the following significant transactions with related parties:

Name of company

Sing Pao Newspaper
Company Limited

Sing Pao Newspaper

Management Limited

Star East Management Limited

Lucklong

Danwei

Total Pacific Limited

Mass Success International Limited

Hanny Magnetics Limited

ITC Management Limited

Paul Y. - ITC (E & M)
Company Limited

Paul Y. - ITC Construction Limited

Super Park Development Limited
Dexiang (Taishan) Limited

Cycle Company Limited and Gunnell
Properties Limited

Nature of transactions

Loan interest income received and
receivable by the Group

Loan interest income received and
receivable by the Group

Loan interest income received and
receivable by the Group

Loan interest income received and
receivable by the Group

Loan interest income received and
receivable by the Group

Rental income received and receivable
by the Group

Rental expenses paid and payable by
the Group

Building management fee paid and
payable by the Group

Management fee paid and payable by
the Group

Loan interest expense paid and payable
by the Group

Loan interest paid and payable by
the Group

Repair and maintenance fee paid by
the Group

Purchase of fixed assets by the Group

Project management fee paid by
the Group

Consultancy fee paid by the Group

Secondment fee paid and payable by
the Group

Mechanical and electrical service fee
paid and payable by the Group

Interest paid and payable by the Group
Project management fee paid by
the Group

Motor vehicles purchased by the Group
Motor vehicles purchased by the Group

Rental expenses paid and payable by
the Group

Notes

(2)

()

(b

(e

(c)

(@

(e)

{e)

®

(e)

(e)

(d)

(b)

(®

2002
HK$’000

1,519

6,120

6,834

835

209

290

2,143

1,735

369

14
109

327
500

800

410
550

2,129

2001

HK$’000

37

38

8,212

9,171

280

1,109

277

151

171

246

33

702

151

400

216

2,386
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Name of company Nature of transactions Notes 2002 2001
HK$°000 HK3 000
Tung Fong Hung Investment Limited  Loan interest income received and (g) — 105
receivable by the Group
Cargill Private Limited Proceeds on disposal of motor vehicles (h) — 1,826
received and receivable by the Group
Paul Y. Project Management Project management fee paid by (e) 1,887 —
International Limited the Group
Paul Y. - ITC Interior Leasehold improvement paid by (e 400 —
Contractors Limited the Group
Project management fee paid by 39 —
the Group
Paul' Y. - ITC (E & M) Contractors Management fee paid by the Group (&) 154 —
Limited
Nation Cheer Investment Limited Interest expense paid and payable by (e) 702 —
the Group
Paul Y. - ITC Plant Hire Limited Hiring of plant and machinery (e) 59 —
Millennium Target Holdings Limited Loan interest income received and (1) 130 —_—
receivable by the Group
Ananda Wing On Loan interest income received and ) 761 —
receivable by the Group
Rosedale Hotel Loan interest income received and @ 280 —
receivable by the Group
Hong Kong Wing On Travel Service Air ticketing and travel service expenses 1) 248 —
Limited paid and payable by the Group
Rosedale Hotel International Limited ~ Management fee paid by the Group k) 730 —

Sing Pao Newspaper Company Limited and Sing Pao Newspaper Management Limited are wholly-owned subsidiaries

Star East Management Limited and Dexiang (Taishan) Limited (formely known as Star East (Taishan Properties)
Limited), are wholly-owned subsidiaries of Star East Holdings Limited, in which a director of the Company had

Danwei and Lucklong are companies in which certain directors of the Company are the directors of Danwei and

Total Pacific Limited and Super Park Development Limited are wholly-owned subsidiaries of a former associate of the

Mass Success International Limited, Hanny Magnetics Limited, Paul Y. - ITC (E & M) Company Limited, Paul Y. - ITC
Construction Limited, Paul Y. Project Management International Limited, Paul Y - ITC Interior Contractors Limited,
Paul Y. - ITC (E & M) Contractors Limited, Nation Cheer Investment Limited, Paul Y. - ITC Plant Hire Limited, Cycle
Company Limited and Gunnell Properties Limited are wholly-owned subsidiaries of a substantial shareholder of the

ITC Management Limited is the shareholder of a Company’s substantial shareholder.

Tung Fong Hung Investment Limited is a former associate of the Group.

Notes:
(a)
of an investee of the Group.
(b)
beneficiary interest.
©
Lucklong.
(d)
Group.
(e)
Company.
()
(g)
(h)

Cargill Private Limited is an associate of Mr. Oei Hong Leong, an ex-director of the Company.
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44.

@) Millennium Target Holdings Limited and Hong Kong Wing On Travel Service Limited are wholly-owned subsidiaries
of an associate of the Group.

G) Ananda Wing On and Rosedale Hotel are associates of the Group.

(k) Rosedale Hotel International Limited is a subsidiary of Paul Y. - ITC Construction Limited.

Details of balances with related parties as at the balance sheet date are set out in the consolidated balance sheet and in notes
20 and 27.

In the opinion of the directors, the above transactions were undertaken in the ordinary course of business transactions and the
terms were mutually agreed between the Group and the related parties.

RETIREMENT BENEFIT SCHEME

The Group cperates a Mandatory Provident Fund Scheme (“MPF Scheme”) for all qualifying employees in Hong Kong. The
assets of the schemes are held separately from those of the Group, in funds under the control of trustees. The Group and
employees each contribute 5% of the relevant payroll costs to the Scheme.

The retirement benefit scheme contributions relating to the MPF Scheme charged to the income statement represent
contributions payable to the scheme by the Group at rates specified in the rules of the schemes.

The employees in the joint venture subsidiaries in the PRC are members of the state-sponsored pension scheme operated by
the government in the PRC. The joint venture companies are required to contribute a certain percentage of their payroll to the
pension scheme to fund the benefits. The only obligation of the Group with respect to the pension scheme is to make the
required corntributions under the scheme. The amount of contributions payable to the pension schemes are charged to the
income statement.

At the balance sheet date, there were no significant forfeited contributions which arose upon employees leaving the scheme
prior to their interests in the Group’s contributions becoming fully vested and which are available to reduce the contributions
payable by the Group in future years.

The total cost charged to income statements of HK$24,679,000 (2001: HK$37,050,000) represents contribution payable to
these schemes by the Group in respect of the current year.

POST BALANCE SHEET EVENTS

The following events occurred subsequent to the balance sheet date:

(a) In November 2002, the Company entered into a conditional sale and purchase agreement with Sun Media Group
Holdings Limited (“Sun Media”), the then third party, in connection with the disposal of 91,635,700 ordinary shares
of Leadership Publishing (representing 19.56% of the then issued share capital of Leadership Publishing) and the
aggregate amount of HK$3,050,000 warrants of Leadership Publishing to Sun Media together with the shareholder’s
loans of HK$40 million due by Leadership Publishing to the Group.

The consideration will be satisfied by (i) issuing 549,814,200 new ordinary shares in Sun Media for the shares in
Leadership Publishing held by the Group, (ii) HK$1.00 for the total amount of warrants, (iii) issuing 155,048,000 new
ordinary shares in Sun Media at a price of HK$0.10 per share at the expiry of two calendar years from the date of
completion for the shareholder’s loan of HK$15.5 million.

Pursuant to the above agreement, the remaining balances of shareholder’s loan of HK$16.7 million and HK$7.8 million
will be (i) waived by the Company and (ii) due and payable upon the expiry of 30 calendar months after the year end
of the date of completion, respectively.

The transaction was completed after the balance sheet date and no significant gain or loss was resulted on the date of
disposal.

(b)  In January 2003, China Enterprises entered into a conditional sales and purchase agreement with a connected person
of the Company, Ningxia Yinchuan Rubber Manufacturing, by virtue of its being a substantial shareholder of Yinchuan
C.S1I, to sell its entire 51% interest in Yinchuan C.S.I. for a consideration of RMB35,000,000 (equivalent to
approximately HK$33 million).

The transaction was approved by the Board of Directors pursuant to a special resolution passed at an extraordinary
general meeting held on 18th February, 2003.
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3. STATEMENT OF INDEBTEDNESS

Borrowings

At the close of business on 30 June 2003 (being the latest practicable date for the purpose of
this indebtedness statement prior to the printing of this Document), the China Strategic Group had
outstanding borrowings of approximately HK$1,306.8 million, comprising secured bank borrowings
of approximately HK$69.1 million, unsecured bank borrowings of approximately HK$974.9 million
and other borrowings of approximately HK$262.8 million. The other borrowings comprise payables
due to related companies of approximately HK$212.1 million, amount due to a third party of
approximately HK$25.0 million, obligations under finance leases of approximately HK$0.2 million
and secured margin payables of approximately HK$25.5 million. Included in the unsecured bank
borrowings are amounts of approximately HK$15.1 million and HK$342.6 million which are
guaranteed by a minority shareholder of a subsidiary and an associate of China Strategic,
respectively.

Debt securities

As at 30 June 2003, the China Strategic Group had no debt securities.

Securities and guarantees

The secured borrowings as shown above were secured by certain property, plant and equipment
of the China Strategic Group with an aggregate net book value of approximately HK$10.5 million,
investment securities of approximately HK$227.1 million, bank deposits of approximately HK$22.5
million and all assets of a subsidiary of China Strategic.

Contingent liabilities

At 30 June 2003, the China Strategic Group had contingent liabilities in respect of guarantees
in favour of banks for facilities granted to an associate of approximately HK$184.3 million, outsiders
of approximately HK$113.1 million and a subsidiary of a minority shareholder of approximately
HKS$6.6 million.

Disclaimer

Save as aforesaid and apart from intra-group liabilities and the litigation as set out under the
section headed “Litigation” in Appendix II to this Document, the China Strategic Group did not have,
at the close of business on 30 June 2003, any loan capital issued and outstanding or agreed to be
issued, bank overdrafts, loans or other similar indebtedness, liabilities under acceptances or
acceptance credits, debentures, mortgages, charges, obligations under hire purchases contracts or
finance leases, guarantees, or other material contingent liabilities.

Foreign currency amounts have been translated into Hong Kong dollars at the exchange rates
prevailing at the close of business on 30 June 2003.

4. MATERIAL CHANGE

The China Strategic Directors are not aware of any material change in the financial or trading
position or prospect of the Group since 31 December 2002, the date to which the latest published
audited financial statements of the Company were made up and up to the Latest Practicable Date.
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1. RESPONSIBILITY STATEMENT

(a) This Document includes particulars given in compliance with the Listing Rules and the
Takeovers Code for the purpose of giving information with regard to China Strategic Group.
The information contained herein relating to China Strategic Group has been supplied by the
China Strategic Directors, who jointly and severally accept full responsibility for the accuracy
of the information contained in this Document and confirm, having made all reasonable
enquiries, that to the best of their knowledge, opinions expressed in this Document have been
arrived at after due and careful consideration and there are no other facts not contained in this
Document the omission of which would make any statement contained herein misleading.

Unless otherwise indicated, the information contained in this Document relating to the terms of
the Offers, the Offerors, parties acting in concert with the Offerors, and the Offerors’ intentions
has been extracted or derived from the Joint Announcement, Supplemental Announcement,
Offer Document, and/or other published sources and China Strategic Directors jointly and
severally take full responsibility only for ensuring that such information has been correctly
extracted from or is based on such published sources and that the extraction is not misleading.

2. SHARE CAPITAL, WARRANTS AND SHARE OPTIONS

The authorised and issued share capital of China Strategic as at the Latest Practicable Date were as
follows:

Authorised capital: HK$°000

8,000,000,000 shares of HK$0.1 each 800,000

Issued capital:

829,468,413 shares of HK$0.1 each 82,947

All issued China Strategic Shares rank pari passu with each other in terms of capital, dividend and
voting. Since 31 December 2002 and up to the Latest Practicable Date, no China Strategic Shares have
been issued by China Strategic.

As at the Latest Practicable Date, China Strategic had outstanding China Strategic Warrants
conferring rights to subscribe for up to HK$26,542,989.12 in cash for China Strategic Shares. Exercise in
full of these outstanding China Strategic Warrants would, under the share capital structure of China
Strategic as at the Latest Practicable Date, result in the issue of 165,893,682 new shares of HK$0.10 each
in China Strategic.

As at the Latest Practicable Date, 75,000 China Strategic Options which confer the right to subscribe
for 75,000 China Strategic Shares within the following exercise period and at the following exercise price
was outstanding:

Exercise period Date of grant Exercise price
(HKS$)
18 January 2000 to 17 January 2005 12 January 2000 3.145
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3.

DISCLOSURE OF INTERESTS

(A) Interests in China Strategic

(1) Interests of the Offerors and their concert parties in China Strategic

Number of

China Strategic  Approximate % China Strategic

Name Shares held  of shareholding Warrants
(%) (HK$)

Calisan Developments 226,690,004 27.33 3,862,872.00
Well Orient 226,690,004 27.33 3,862,872.00
Ms. Ma Wai Man, Catherine 650,000 0.08 —
Ms. Lee Li 40,000 0.005 —

(i1) China Strategic Directors’ interests in China Strategic

As at the Latest Practicable Date, the interests or short positions of China Strategic
Directors or chief executives of China Strategic in the shares, underlying shares and debentures
of China Strategic or any associated corporations (within the meaning of Part XV of the SFO)
which require notification to China Strategic and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests or short positions which any such China
Strategic Director or chief executive is taken or deemed to have under such provisions of the
SFQ) or which are required, pursuant to Sections 352 of the SFO, to be entered in the register
maintained by China Strategic under Section 352 of the SFO or which are required, pursuant
to the Model Code for Securities Transactions by Directors of Listed Companies contained in
the Listing Rules, to be notified to China Strategic and the Stock Exchange were as follows:

(a) China Strategic Shares and China Strategic Warrants

Number of China Strategic Shares China
Personal Family Corporate Strategic
interests interests interests Warrants
(HK3)
Dr. Charles Chan
(Note) — — 226,690,004  3,862,872.00

Note:

Dr. Charles Chan is deemed to be interested in 226,690,004 China Strategic Shares and China
Strategic Warrants in an aggregate amount of HK$3,862,872.00 in China Strategic held by
Calisan Developments by virtue of his interest in Chinaview International Limited (“Chinaview”).
Dr. Charles Chan owns the entire interest of Chinaview which in turn owns the entire interest in
Galaxyway Investments Limited (“Galaxyway”). Galaxyway owns more than one-third of the
entire issued ordinary share capital of ITC Corporation, ITC Corporation owns the entire interest
of ITC Investment Holfdings Limited (“ITC Investment™). ITC Investment owns the entire interest
in Hollyfield Group Limited (“Hollyfield”). Hollyfield owns more than one-third of the entire
issued share capital of Paul Y. - ITC. Paul Y. - 1ITC owns the entire interest of Paul Y. - ITC
Construction Holdings (B.V.1.) Limited (“PYBVI”) which in turn owns the entire interest in Paul
Y. - ITC Investments Group Limited (“PYITCIG”). PYITCIG owns the entire interest of Great
Decision Limited (“GDL"”) which in turn owns the entire interest in Calisan Developments.
Accordingly, GDL, PYITCIG, PYBVI, Paul Y. - ITC, Hollyfield, ITC Investment, ITC
Corporation, Galaxyway, Chinaview and Dr. Charles Chan are deemed to be interested in
226,690,004 China Strategic Shares and China Strategic Warrants in an aggregate amount of
HK$3,862,872.00 which are held by Calisan Developments.
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(b} China Strategic Options granted under the share options scheme of China

Strategic
Qutstanding as
at the Latest
Name of China Exercisable Exercise Practicable
Strategic Director Date of grant  period price Date
(HK$)
Ms. Chan Ling, Eva 12.01.2000 18.01.2000 to  3.145 75,000

17.01.2005

(iii) China Strategic Directors’ interests in associated corporation of China Strategic

(a) Ananda Wing On Travel (Holdings) Limited (“Ananda”)

Approximate % of

No. of shares of the issued share
Name Ananda held capital of Ananda
Dr. Charles Chan 17,280,000 0.09

(b) Dong Fang Gas Holdings Limited (“Dong Fang Gas”)

Approximate % of
the issued share

capital of
Name No. of shares of Dong Fang Gas held Dong Fang Gas
Dr. Charles Chan 2,520,900 0.22

Save as disclosed above, none of the China Strategic Directors or their associates have,
as at the Latest Practicable Date, any interests in shares, underlying shares and debentures of
China Strategic or any associated corporations (within the meaning of Part XV of the SFQO)
which require notification to China Strategic and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests or short positions which any such China
Strategic Director or chief executive is taken or deemed to have under such provisions of the
SFO) or which are required, pursuant to Sections 352 of the SFO, to be entered in the register
maintained by China Strategic under Section 352 of the SFO or which are required, pursuant
to the Model Code for Securities Transaction by Directors of Listed Companies contained in the
Listing Rules, to be notified to China Strategic or the Stock Exchange.
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(iv) Substantial shareholders’ interest in the China Strategic Group

(a)

So far as is known to China Strategic Directors, the following shareholders have an
interest or a short position in the shares and underlying shares in China Strategic
which would fall to be disclosed to China Strategic under the provisions of
Divisions 2 and 3 of Part XV of the SFO as at the Latest Practicable Date:

Approximate China
Number of % of share Strategic
Name Note shares capital Warrants
(HK$)
Calisan Developments 1 226,690,004 27.33 3,862,872.00
GDL 1 226,690,004 27.33 3,862,872.00
PYITCIG 1 226,690,004 27.33 3,862,872.00
PYBVI 1 226,690,004 27.33 3,862,872.00
Paul Y. - ITC 1 226,690,004 27.33 3,862,872.00
Hollyfield 1 226,690,004 27.33 3,862,872.00
ITC Investment 1 226,690,004 27.33 3,862,872.00
ITC Corporation 1 226,690,004 27.33 3,862,872.00
Galaxyway 1 226,690,004 27.33 3,862,872.00
Chinaview 1 226,690,004 27.33 3,862,872.00
Ms. Ng Yuen Lan, Macy 2 226,690,004 27.33 3,862,872.00
Dr. Charles Chan 1 226,690,004 27.33 3,862,872.00
Well Orient 3 226,690,004 27.33 3,862,872.00
Powervote Technology

Limited 3 226,690,004 27.33 3,862,872.00
Hanny Magnetics (B.V.I.)

Limited 3 226,690,004 27.33 3,862,872.00
Hanny 3 226,690,004 27.33 3,862,872.00
Notes:

1. Dr. Charles Chan owns the entire interest of Chinaview which in turn owns the entire interest in

Galaxyway. Galaxyway owns more than one-third of the entire issued ordinary share capital of
ITC Corporation. ITC Corporation owns the entire interest of ITC Investment which owns the
entire interest of Hollyfield. Hollyfield owns more than one-third of the entire issued share capital
of Paul Y. - ITC. Paul Y. - ITC owns the entire interest of PYBVI which in turn owns the entire
interest in PYITCIG. PYITCIG owns the entire interest in GDL which in turn owns the entire
interest in Calisan Developments. Accordingly, GDL, PYITCIG, PYBVI, Paul Y. - ITC,
Hollyfield, ITC Investment, ITC Corporation, Galaxyway, Chinaview and Dr. Charles Chan were
deemed to be interested in 226,690,004 China Strategic Shares and China Strategic Warrants in an
aggregate amount of HK$3,862,872.00 which were held by Calisan Developments.

2. Ms. Ng Yuen Lan, Macy is a spouse of Dr. Charles Chan and deemed to be interested in China
Strategic Shares and China Strategic Warrants held by Calisan Developments.

3. Well Orient is wholly-owned by Powervote Technology Limited (“PTL”) which is in turn owned
by Hanny Magnetics (B.V.1.) Limited (“Hanny Magnetics”). Hanny Magnetics is wholly-owned by
Hanny. PTL, Hanny Magnetics, Hanny were deemed to be interested in 226,690,004 China
Strategic Shares and China Strategic Warrants in an aggregate amount of HK$3,862,872.00 which
were held by Well Orient.
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(b)

()

So far as is known to China Strategic Directors, the following entities are, directly
or indirectly, interested in 10 per cent. or more of the nominal value of any class of
share capital carrying rights to vote in all circumstances at general meetings of the
subsidiaries of China Strategic as at the Latest Practicable Date:

Proportion of nominal

Name of subsidiary Name of other value of issued capital/ registered

of China Strategic shareholder(s) capital held by:
China Strategic Other
Group shareholder({s)
China Telecom International China Telecom 51% 49%
Limited Investment Corporation
SRR TERDAERLF AIFEEER 55% 45%
(Double Happiness (Taiyuan Rubber Factory) (Note a)
Tyre Industries
Corporation Limited)
Earnfull Industrial Limited Wang Ming Jian 90% 10%
N ERLALTERAH EET LEEEERAT 51% 49%
(Hangzhou Fu Chun Jiang (Fu Yang Shi Industrial Group) (Note b)
Chemical Industrial Co., Ltd.)
PN EBBERAT IR B 51% 49%
(Hangzhou Zhongce Rubber (Hangzhou Rubber Factory) (Note a)
Co., Ltd.)
MBK China Strategic Limited Mitsui & Co., Limited 60% 40%
Orion (B.V.L) Tire Corporation Coronada Holding Limited 60% 40%
(Note a)
Orion Tire Corporation Coronada Holding Limited 60% 40%
(Note a)
Principal Diamond Limited Wonder Wealth Limited 80% 20%
Ruby Uniforms Limited Frederick Poon Chuan Ki 90% 10%
Notes:
a. These shareholdings are held by China Enterprises Limited (“China Enterprises™), which operates

in China. China Strategic holds approximately 55.2% effective equity interest and approximately
88.8% effective voting interest in China Enterprises.

b. These shareholdings are held by Hangzhou Zhongee Rubber Co., Ltd.

Save as disclosed above, so far as is known to China Strategic Directors, there is no
other person who has an interest or a short position in the shares and underlying
shares (including interests in options, if any) in China Strategic which would fall to
be disclosed to China Strategic under the provisions of Division 2 and 3 of Part XV
of the SFO, or, is, directly or indirectly, interested in 10 per cent. or more of the
nominal value of any class of share capital carrying rights to vote in all
circumstances at general meetings of any other member of China Strategic Group or
any options in respect of such capital.
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(B) Interests of China Strategic Directors in ITC Corporation, Paul Y. - ITC, Hanny and

the Offerors

As at the Latest Practicable Date, the following China Strategic Directors were interested in the
share capital of ITC Corporation as follow:

No. of
ordinary shares of
ITC Corporation

Amount of

convertible notes
of ITC

Name of director

Dr. Charles Chan

Notes:

Nature of interests held Corporation held

Corporate interest 219,681,911

(Note 1)

HK$250,000,000
(Note 2)

Personal interest

Galaxyway was a wholly-owned subsidiary of Chinaview which was, in turn, wholly owned by Dr. Charles
Chan. Dr. Charles Chan was deemed to be interested in 219,681,911 ordinary shares held by Galaxyway.

On 3 March 2003, the convertible notes in the principal amount of HK$250,000,000 carrying rights to convert
into 833,333,333 ordinary shares of ITC Corporation at an initial conversion price of HK$0.30 per share, subject
to adjustment, were issued to Dr. Charles Chan, as directed by Galaxyway pursuant to the redemption and
subscription agreement dated 16 September 2002 under which ITC Corporation agreed to redeem the convertible
notes owned by Galaxyway by the issuance of the aforesaid new convertible notes at face value.

As at the Latest Practicable Date, the following China Strategic Director was interested in the
share capital of Paul Y. - ITC as follow:

Name of director

Amount of warrants
of Paul Y. - ITC held

No. of shares of

Nature of interest Paul Y. - ITC held

Dr. Charles Chan Corporate interest 685,220,227 —
(Note)
Personal interest 11,318,000 —

Note:

Corporate interest —_ HK$46,034,370.80

(Note)

Dr. Charles Chan was deemed to be interested in 685,220,227 shares in Paul Y. - ITC and warrants of
HK$46,034,370.80 in Pau] Y. - ITC by virtue of his shareholding in Chinaview. Galaxyway, a wholly-owned
subsidiary of Chinaview, owned more than one-third of the issued ordinary share capital of ITC Corporation
which in turn owned the entire issued share capital of ITC Investment. Hollyfield, a wholly-owned subsidiary

of ITC Investment, owned these shares and warrants.
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As at the Latest Practicable Date, the following China Strategic Directors were interested in the
share capital of Hanny as follow:

Number of shares

Name of director Nature of interest of Hanny held

Dr. Charles Chan Corporate interest 45,298,813
(Note)

Ms. Chan Ling, Eva Personal interest 500

Note: Famex Investment Limited (“Famex”) is a wholly-owned subsidiary of Mankar Assets Limited (“Mankar”).

Mankar is a wholly-owned subsidiary of ITC Investment, which in turn is a wholly-owned subsidiary of ITC
Corporation. Galaxyway, a wholly-owned subsidiary. of Chinaview, owns more than one-third of the issued
ordinary share capital of ITC Corporation. Dr. Charles Chan owns the entire issued share capital of Chinaview.

Dr. Charles Chan was deemed to be interested in 45,298,813 shares which are held by Famex.

The following China Strategic Directors are also interested in share option of Hanny:

Exercise

Name of director/ Exercisable Number of  price per

chief executive Nature of interest  Period options share

(HKS)

Dr. Charles Chan Personal interest 31.8.2001 to 4,000,000 2.9888
30.8.2006

Dr. Yap, Allan Personal interest 31.8.2001 to 3,250,000 2.9888
30.8.2006

Mr. Lui Siu Tsuen, Richard Personal interest 31.8.2001 to 1,750,000 2.9888
30.8.2006

Mr. Chan Kwok Hung Personal interest 31.8.2001 to 1,750,000 2.9888
30.8.2006

Calisan Developments is an indirect wholly-owned subsidiary of Paul Y. - ITC. Dr. Charles
Chan is deemed to have interest in Calisan Developments by virtue of his deemed interest in the
shares of Paul Y. - ITC.

As at the Latest Practicable Date, and save as disclosed in section 3 headed “Disclosure of
Interests” in this Appendix:

)

(1)
(iii)
(iv)

(v)

none of the directors of Paul Y. - ITC, Hanny, the Offerors or their concert parties had any
interest in the China Strategic Shares or China Strategic Warrants or China Strategic
Options or any other convertible securities, warrants, options or derivatives in respect of
China Strategic Shares;

none of the China Strategic Directors or their concert parties had any interest in the
securities of ITC Corporation, Paul Y. - ITC, Hanny and the Offerors;

no subsidiaries of China Strategic, or any pension fund of China Strategic Group, owned
or controlled any securities in China Strategic;

China Strategic or its subsidiaries do not own or control any securities in ITC
Corporation, Paul Y. - ITC, Hanny and the Offerors; and

First Shanghai and other advisers to China Strategic (including Deloitte Touche
Tohmatsu, the auditors of China Strategic) do not own or control any securities in China
Strategic.
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4. DEALINGS

(A) Dealings in securities of China Strategic

As at the Latest Practicable Date and during the Relevant Period:

@

(i1)

(iii)

(iv)

v)

Dr. Charles Chan, the chairman and chief executive officer of China Strategic, is deemed
to be the substantial shareholders of Paul Y. - ITC and Hanny. The Offerors, which are
indirect wholly-owned subsidiaries of Paul Y. - ITC and Hanny, notified China Strategic
that they have purchased China Strategic Shares on the market during the Offer Period.

Dealing in the China Strategic Shares by the Offerors during the Relevant Period are
summarised as below:

No. of China

Consideration per Strategic Shares
Date China Strategic Share acquired
9 July 2003 HK$0.10 49,665,000
11 August 2003 HK$0.139 161,680,000
12 August 2003 HK$0.139 185,000
12 August 2003 HK$0.138 197,500

Save for the above, none of the China Strategic Directors had dealt for value in any
securities of China Strategic;

no subsidiaries of China Strategic, fund manager (other than exempt fund managers)
connected with China Strategic or any pension fund of China Strategic Group, held or had
dealt for value in any securities of China Strategic;

no person had an arrangement of the kind referred to in Note 8 to Rule 22 of the Takeovers
Code with the Offerors, China Strategic or any person who is an associate of China
Strategic by virtue of classes (1), (2), (3) and (4) of the definition of the “associate” under
the Takeovers Code acting in concert with China Strategic;

none of First Shanghai and other advisers to China Strategic (including Deloitte Touche
Tohmatsu) held or had dealt for value in any securities of China Strategic; and

no fund manager connected with China Strategic dealt for value in any securities of China
Strategic.

(B) Dealing in securities of ITC Corporation, Paul Y. - ITC, Hanny and the Offerors

None of China Strategic or China Strategic Directors has dealt for value in the shares or any
other convertible securities of ITC Corporation, Paul Y. - ITC, Hanny and the Offerors during the
Relevant Period and as at the Latest Practicable Date, other than as set out below:

Dealing by Dr. Charles Chan in shares of Paul Y. - ITC during the Relevant Period:

Number of shares Nature Consideration

Date of Paul Y. - ITC acquired of interest per share
(HK$)

08/01/03 500,000 Corporate interest (Note 1) 0.280
09/01/03 900,000 Corporate interest (Note 1) 0.275-0.280
10/01/03 160,000 Corporate interest (Note 1) 0.275
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Number of shares Nature Consideration
Date of Paul Y. - ITC acquired of interest per share
(HKS$)
15/01/03 274,000 Corporate interest (Note 1) 0.280
16/01/03 40,000 Corporate interest (Note 1) 0.275
17/01/03 294,000 Corporate interest (Note 1) 0.275
21/01/03 70,000 Corporate interest (Note 1) 0.280
22/01/03 6,000 Corporate interest (Note 1) 0.280
23/01/03 2,000 Corporate interest (Note 1) 0.280
30/01/03 500,000 Corporate interest (Note 1) 0.280
06/02/03 270,000 Corporate interest (Note 1) 0.280
07/02/03 938,000 Corporate interest (Note 1) 0.280
11/02/03 850,000 Corporate interest (Note 1) 0.280-0.285
18/02/03 18,000 Corporate interest (Note 1) 0.250
24/02/03 122,000 Personal interest 0.255-0.270
25/02/03 480,000 Personal interest 0.270
26/02/03 280,000 Personal interest 0.270
27/02/03 700,000 Personal interest 0.275-0.280
28/02/03 700,000 Personal interest 0.275
03/03/03 340,000 Personal interest 0.270
04/03/03 170,000 Personal interest 0.270-0.275
05/03/03 640,000 Personal interest 0.275-0.280
06/03/03 100,000 Personal interest 0.270
07/03/03 180,000 Personal interest 0.270
10/03/03 220,000 Personal interest 0.270
11/03/03 428,000 Personal interest 0.265-0.270
12/03/03 130,000 Personal interest 0.265-0.270
13/03/03 400,000 Personal interest 0.270
14/03/03 20,000 Personal interest 0.265
17/03/03 304,000 Personal interest 0.265
18/03/03 102,000 Personal interest 0.265
20/03/03 150,000 Personal interest 0.270
21/03/03 250,000 Personal interest 0.270
21/03/03 8,962,639 Corporate interest (Note I & 2) 0.24605
24/03/03 292,000 Personal interest 0.255-0.265
25/03/03 1,552,000 Personal interest 0.255-0.265
26/03/03 992,000 Personal interest 0.250-0.255
28/03/03 22,000 Personal interest 0.255
31/03/03 50,000 Personal interest 0.255
01/04/03 200,000 Personal interest 0.255
03/04/03 2,000 Personal interest 0.255
07/04/03 18,000 Personal interest 0.255
09/04/03 380,000 Personal interest 0.255
10/04/03 500,000 Personal interest 0.250-0.255
11/04/03 200,000 Personal interest 0.248
14/04/03 594,000 Personal interest 0.246-0.248
15/04/03 400,000 Personal interest 0.246-0.247
16/04/03 400,000 Personal interest 0.246
25,102,639
Notes:

(1)  Dealings in Paul Y. - ITC shares by Dr. Charles Chan through his deemed interest in Hollyfield (an indirect
wholly-owned subsidiary of ITC Corporation) during the Relevant Period.

2) Hollyfield, an indirect wholly-owned subsidiary of ITC Corporation, has been allotted 8,962,639 shares of Paul
Y. - ITC on 21 March 2003 at HK$0.24605 per Paul Y. - ITC share pursuant to a circular of Paul Y. - ITC dated
24 February 2003 relating to scrip dividend scheme in relation to interim dividend for the six months ended 30

September 2002.
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5.  MATERIAL CONTRACTS

The following contracts (not being contracts entered into the ordinary course of business) have been
entered into by China Strategic or members of China Strategic Group after the date in two years
immediately preceding the date of the Joint Announcement up to the Latest Practicable Dates and are or
may be material:

a.

an agreement dated 24 September 2001 entered into between Expert Solution Limited (“Expert
Solution™), now an indirect wholly-owned subsidiary of the Company, as vendor and
Leadership Publishing Group Limited (“Leadership”) (formerly known as Sing Pao Media
Group Limited with the stock code of 8010) as purchaser in respect of the disposal of the entire
issued share capital of and assignment of shareholder loan due from Actiwater Resources
Limited by Expert Solution to Leadership for the consideration of HK$210 million. Completion
of the transaction took place in December 2001;

a subscription agreement dated 1 February 2002 entered into between Million Good Limited
(“Million Good”), a wholly-owned subsidiary of China Enterprises Limited (“CEL”) which is
a non-wholly owned subsidiary of the Company, as subscriber, Ananda Wing On Travel
(Holdings) Limited (“Ananda Wing On”), now an associate company of the Company, Chan
Yeuk Wai and CEL as subscriber guarantor in respect of the subscription of 4,800,000,000
shares in Ananda Wing On at an initial subscription price of HK$0.027 per share by Million
Good for a consideration of HK$129,600,000. CEL is a company owned as to approximately
55.2% effective equity interest and approximately 88.8% effective voting interest by the
Company. Completion of the transaction took place in April 2002. Further details of the
transaction are set out in the announcement dated 8§ February 2002;

a subscription agreement dated 1 February 2002 entered into between Ananda Wing On, CEL
as subscriber and Hounslow Limited in respect of the subscription of convertible note in the
amount of HK$120,000,000 attaching with conversion rights to convert the note into shares of
Ananda Wing On at the initial conversion price of HK$0.032 per share by CEL. Completion of
the transaction took place in April 2002. Further details of the transaction are set out in the
announcement dated 8§ February 2002;

an underwriting agreement dated 14 March 2002 entered into between Well Orient and the
Company in relation to a rights issue of two rights shares for every one then existing share held
on 4 June 2002 of which the transaction did not proceed as one of the conditions precedent of
the agreement, being the passing of a resolution, by way of poll, by the shareholders of the
Company were voted down at the extraordinary general meeting of the Company held on 4 June
2002. As a result the proposed underwriting commission of 1% of the total issue price of the
rights shares underwritten was not required;

an underwriting agreement dated 14 March 2002 entered into between Calisan Developments
and the Company in relation to a rights issue of two rights shares for every one then existing
share held on 4 June 2002 of which the transaction did not proceed as one of the conditions
precedent of the agreement, being the passing of a resolution, by way of poll, by the
shareholders of the Company were voted down at the extraordinary general meeting of the
company held on 4 June 2002. As a result the proposed underwriting commission of 1% of the
total issue price of the rights shares underwritten was not required;

a subscription agreement dated 4 June 2002 (as supplemented by two letter agreements dated
15 August 2002 and 29 August 2002 respectively) entered into between the Company as the
subscriber and Dong Fang Gas Holdings Limited (“Dong Fang Gas™) (formerly known as
Companion Building Material International Holdings Limited), now an associated company of
the Company, in relation to the subscription for 500,000,000 consolidated shares in Dong Fang
Gas at a total subscription price of HK$200,000,000. Completion of the transaction took place
in September 2002. Further details of the transaction are set out in the joint announcement dated
7 June 2002,
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g. a subscription agreement dated 6 June 2002 entered into among the Company, Calisan
Developments and Well Orient as subscribers, whereby each of Calisan Developments and Well
Orient agreed to subscribe for 50% of the shares of the Company placed under the placing
agreement dated 6 June 2002, entered into among Calisan Developments, Well Orient and Tai
Fook Securities Company Limited subject to a maximum of 46,000,000 new shares of the
Company and 46,000,000 new shares of the Company respectively at the price of HK$0.20 per
subscription share, which amounts to a maximum total consideration of HK$9.2 million and
HK$9.2 million respectively. Completion of the transaction took place in June 2002. Further
details of the transaction are set out in the announcement dated 7 June 2002;

h.  aproject management services agreement dated 9 July 2002 entered into between the Company
and Paul Y. Project Management International Limited, a wholly-owned subsidiary of Paul Y.
- ITC, in respect of the provision of project management services for the development of the
Liqgiao Industrial Park at Shunyi District, Beijing, the PRC for a term of five years and for a
total remuneration of not more than HK$9,000,000. Further details of the transaction are set out
in the announcement dated 9 July 2002;

i. the underwriting agreement dated 15 July 2002 entered into among the Company, BNP Paribas

Peregrine Securities Limited (“BNP”), Kingston Securities Limited (“Kingston”), Calisan

- Developments, Well Orient and Mr. Lien Kait Long in relation to a rights issue of one rights

‘share for every two existing shares held on 7 August 2002. Completion of the transaction took

place in August 2002. BNP and Kingston will receive a commission of 2.5% of the total issue

price of the rights shares. Further details of the transaction are set out in the announcement
dated 15 July 2002;

J- a debt restructuring agreement dated 21 August 2002 entered into among the Company, China
Development Corporation Limited (“CDC”), a company incorporated in Hong Kong with
limited liabilities the shares of which are listed on the Stock Exchange, and Grand Orient
Limited (“Grand Orient”), a wholly-owned subsidiary of the Company whereby (i) the
Company had conditionally agreed on completion to grant a new loan facility to CDC of
amount up to approximately HK$48.6 million; (ii) Grand Orient has agreed on completion to
grant indulgence to CDC in respect of the repayment of all and any sums in the amount of
approximately HK$55.9 million (whether the principal, interest accrued thereon or otherwise)
which are due and payable by CDC to Grand Orient under five loan agreements entered into by
CDC as borrower and Grand Orient as lender. The completion of the debt restructuring
agreement is conditional upon, among other things, (i) the completion of a sale and purchase
agreement dated 21 August 2002 entered into between CDC, as vendor, and Dr. Albert Hong
Hin Kay (“Dr. Hong”), a director of Sum Cheong Corporation Pte Ltd. (“Sum Cheong”) as
purchaser whereby Dr. Hong has agreed to purchase 58,000,000 ordinary shares of Sum Cheong
and (ii) the issue of an exchangeable note by Sum Cheong to CDC whereby CDC shall be
entitled to exchange into 50% equity interest in CP-Sum Cheong (China) Pte Ltd. Completion
of the transaction took place in October 2002;

k.  a conditional sale and purchase agreement (the “S&P Agreement”) dated 23 November 2002
entered into between the Company, Hanny and Star East Holdings Limited (“Star East”) as
vendors and Sun Media Group Holdings Limited (“Sun Media™) as purchaser in relation to the
disposal of 91,635,700 Leadership shares (the “Sale Shares™), Leadership warrants in the
aggregate amount of HK$3,050,000 (the “Sale Warrants”) and the shareholder’s loan in the
amount of HK$15,504,800 (the “Sale Loan”) being part of the remaining indebtedness owed by
the Leadership group to Glory Dynamic Limited (“Glory Dynamic”), a wholly-owned
subsidiary of the Company, upon completion of the S&P Agreement. Sun Media settled the
consideration for the Sale Shares by issuing 549,814,200 new Sun Media shares to the
Company (or its nominee) and that for the Sale Warrants in cash of HK$1.00 on completion,
and the consideration of the Sale Loan should be satisfied by Sun Media issuing 155,048,000
new Sun Media shares to the Company (or as it may direct) at the price of HK$0.10 per Sun
Media shares at the expiry of two calendar years from the date of completion. Completion of
the transaction took place in January 2003. Further details of the transaction are set out in the
announcement dated 9 December 2002;
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6.

7.

8.

a deed of settlement (the “Deed of Settlement”) dated 24 January 2003 entered into among
Glory Dynamic, Genius Ideas Limited, Star East Management Limited, Star East, Sing Pao
Newspaper Company Limited (“Sing Pao Newspaper”) and Leadership relating to certain
settlement and waiver of shareholders’ loans in the amount of HK$40 million owing by
Leadership (and/or its subsidiaries) to, among others, Glory Dynamic and variation of the terms
of such loans in accordance with the terms and condition stated in the Deed of Settlement.
Further details of the transaction are set out in the announcement dated 9 December 2002;

an assignment deed (the “Deed of Assignment”) dated 24 January 2003 entered into, among
Sing Pao Newspaper, Sun Media and Glory Dynamic whereby Glory Dynamic agreed to sell
and assign to Sun Media and Sun Media agreed to purchase and take an assignment from Glory
Dynamic the full rights, title, benefits and interests of Glory Dynamic in and to the Sale Loan
in the amount of HK$15,504,800 on the terms set out in the Deed of Assignment. Further details
of the transaction are set out in the announcement dated 9 December 2002;

a conditional sale and purchase agreement dated 8 January 2003 entered into between CEL as
the vendor and Ningxia Yinchuan Rubber Manufacturing as the purchaser in relation to the
proposed disposal of 51% entire equity interests in Yinchuan C.S.I. (Greatwall) Rubber
Company Limited held by CEL for the consideration of Rmb35,000,000.00 (equivalent to
approximately HK$33 million). Completion of transaction took place in February 2003. Further
details of the transaction are set out in the announcement dated 9 January 2003,

an agreement dated 15 June 2003 entered into between CEL as the vendor and Hangzhou
Industrial & Commercial Trust & Investment Co., Ltd. as the purchaser in relation to the
proposed disposal of 25% equity interests in Hangzhou Zhongce Rubber Co., Ltd. hold by CEL
for the consideration of Rmbl64,659,656.90 (equivalent to  approximately
HK$155,178,265.00). Further details of the transaction are set out in the announcement dated
17 June 2003; and

a deed of settlement dated 25 July 2003 entered into among the Company, CDC and Grand
Orient for the purpose of discharging and releasing each others from all their respective
obligations and liabilities under all indebtedness for the amount of approximately HK$52.4
million as at 31 March 2003 owing by CDC to Grand Orient up to the payment of HK$20
million.

SERVICE CONTRACTS

There are no China Strategic Directors’ service agreements in force with any member of the China
Strategic Group or any associated company of China Strategic which have more than 12 months to run nor
had any China Strategic Director entered into or amended any service contract with any member of the
China Strategic Group or any associated company of China Strategic within the six months preceding 8
June 2003, the date of the commencement of the Offer Period.

LITIGATION

As at the Latest Practicable Date, neither China Strategic nor any of its subsidiaries was engaged in
any litigation or arbitration of material importance and no litigation or claim of material importance was
known to the China Strategic Directors to be pending or threatened against China Strategic or any other
members of China Strategic Group.

MISCELLANEOUS

(a)

(b)

No benefit will be given to any China Strategic Director as compensation for loss of office or
otherwise in connection with the Offers.

As at the Latest Practicable Date, there is no agreement, arrangement or understanding exists
between any of the China Strategic Directors and any other person which is conditional on or
dependent upon the outcome of the Offers or otherwise connected therewith.
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(c) As at the Latest Practicable Date, there is no material contract entered into by the Offerors in
which any China Strategic Director has a material personal interest.

(d) Ms. Chan Ling, Eva (the holder of China Strategic Options) has undertaken to the Offerors that
she will accept the Option Offer. Such undertaking will be ceased if the Offers lapse. Ms. Chan
Ling, Eva does not have any interest in the China Strategic Shares and/or China Strategic
Warrants.

(e) Save as Dr. Charles Chan and Ms. Chan Ling, Eva, no directors of China Strategic has
beneficial holdings in any securities of China Strategic.

9. CONSENT AND QUALIFICATION

The following are the qualifications of the experts which have given their opinion or advices which
are contained in this Document.

Expert Qualification

First Shanghai a deemed Licensed Corporation for type 6 regulated activity
(advising on corporate finance) under the SFO

Deloitte Touche Tohmatsu Certified Public Accountants

Each of First Shanghai and Deloitte Touche Tohmatsu has given and has not withdrawn its written
consent to the issue of this Document with the inclusion of and references to its name and letter or report
in the form and context in which they respectively appear.

10. GENERAL

(a) The directors of China Strategic are Dr. Charles Chan, Dr. Yap, Allan, Mr. Li Wa Kin, Ms. Chau
Mei Wah, Rosanna, Ms. Chan Ling, Eva, Mr. Chan Kwok Hung (alternate to Dr. Charles Chan),
Mr. Lui Siu Tsuen, Richard (alternate to Dr. Yap, Allan), Mr. David Edwin Bussmann and Ms.
Fung Wan Yiu, Agnes.

(b) The secretary of China Strategic is Ms. Chan Yan Yan, Jenny, Chartered Secretary.

(c) The share and warrant registrar of China Strategic is Standard Registrars Limited, Ground
Floor, Bank of East Asia Harbour View Centre, 56 Gloucester Road, Wanchai, Hong Kong.

(d) The English text of this Document shall prevail over the Chinese text.

11. DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents are available for inspection during normal business hours at the
offices of China Strategic at 8th Floor, Paul Y. Centre, 51 Hung To Road, Kwun Tong, Kowloon, Hong
Kong during the Offer Period:

(a) the memorandum of association and the bye-laws of China Strategic;

(b) the annual reports of each of the two years ended 31 December 2002;

(c) the letter of advice from First Shanghai;

(d) the letter from the Independent Director;

(e) the material contracts referred to in the paragraph headed “Material Contracts” in this appendix;
(f) the written consents referred to in the paragraph headed “Consent” in this appendix; and

(g) the undertaking by Ms. Chan Ling, Eva referred to in the paragraph headed “Miscellaneous” in
this appendix.
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FRESAEREBEEZERIFEE477,107,0008 T (ZFFT—4 1 598,730,000 7T) RERE
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M EANFREN R BEL AL -
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13. REWE
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—Eg_-F —BE—F
F# A F &7

&8
w—H—H 49 341 71,818
W BB B 4 F T AR — 96,510
oS B B AN ) B A (28,272) (84,510)
HE ‘ (12,000) (14,500)
BEER (9,069) —
EfEAZ B — (19,977)
w+_—_RA=+—8H — 49,341

RAEFE > 2802 EEEAFIUR PR ZEYHERBGHEER,069,000% T - A HKIE
ER& S U R RHNER «

HEYWEZ RHELTE -
rEE
—E2_F —Zg-F
F %L F %R
REBUFHEATE Y - 12,000
RHBEUTHAERESE Y% — 37,341
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14. N%E BERRE
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BT BE RE BE ¥ SELE EEIR ERUER #HE
+84  FRAL FHL O FRL O FRAL FERAL O FEAL 0 FRAL 0 TEA
b $-. |
HAE
R-EEZE
—A—H 456,150 26,985 1,133,979 40938 404,089 1,170,838 151,980 225,000 3,609,959
BEEMR (176) - (479) (14) - - (16) - (685)
KEMEL AR - - 219 - - - - - 219
EHE 146 (146) - - - - - - -
E 6,727 32,117 56,778 4,805 7,760 - 225905 - 334,09
wE 17262 32,643 126,449 - - - (176,354) - -
e (12,862}  (20,500) (93.256)  (2,809) - - - - (129427)
HEWELF (121,950)  (11,356) (195.349)  (9,245) (411,849)(1,170.838) (82,582) (225,000)(2,228,169)
RZFE_E
+ZA=+—H 345297 59743 1028341 33675 - - 118933 - 1,585,989
REREB&
A Sk -2
~f—H 124017 11,485 484962 27274 63257 360,272 61493 25,000 1,157,760
BEER (53) 1) 04 ®) ~ - - ~ (266)
EHAE 191 (191) - - ~ - - - -
FEREH 20214 10,802 78,802 3,365 ~ 23339 - - 136,522
ERAREER 64,404 - 164,304 1,232 - 70467 45354 ~ 345,761
LER % (8,986) (16231) (24353)  (2,269) - - - ~ {51,839
HEWBAFBHE (30450)  (1,812) (104,735)  (7,902)  (63,257) (454,078) (61,493) (25,000) (748,727)
i g2
+ZRZ+—~H 169337 4052 598,776 21,692 - - 45354 - 839211
BEFE
RZFEEZE
+ZA=+—H 175960 55,691 429,565 11,983 - - 73579 - 746,778
W_EZ—-F
+ZA=+—8 332,133 15500 649,017 13,664 340,832 810,566 90,487 200,000 2,452,199
@ RZEBE-H+_AZ=Z+—0 WMARBERLABZEOFEABEERERZAHEAE

77,719,000% 7T ©

(b)

WM ES@FE - AEESEHERBEFTELCBIEAMFRNERELABZIREE

it % 15 4770,467,0008 T2 BEEE - FHSBECERFFEELR S WERER -

©

B ARER—FRBEHEATRGENHER A2 RERURBESREEE

EEHEMEM S SRS N REZIREME > HHEH4164,304,0008 TREEER - W&
FERAEELEGZ AW B RER -
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FEATFESBAESEEMERETHBLAARAZIARET REREETIRZE

TfE > B8 47110,990,000% THEEER - EHSHORNEAEEELE S IE RER -
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RAEE
WoEE_HE—F—H 6,824 1,660 1,643 541 10,668
nE — - 12 - 12
vk - (172) (339) - (511)
R_FEE
+=-RF=+—H 6,824 1,488 1,316 541 10,169
nE
WoBE_HE—FH—HA 361 371 1,146 68 1,946
ERBE 171 313 194 134 812
B & R — (81) (338) - (419)
W_FEE_E
+=-A=+—H 532 603 1,002 202 2,339
RERE
W oEE
+—-HA=+—8 6,292 885 314 339 7,830
RoFE—&
+ZA=+—8 6,463 1,289 497 473 8,722

REFEH > AEBRARAZ LW EETFHRFE CREEEE) UL RAERE -

RERZFZFZFT A=+ AZRAFEQERNREREENFE 2 BE#237,0008 7T
(ZFF—4F © 263,000#7T) ZFHE

15. BBRF BEREYHE

TEHN
—gB-f C-8%-F
F %A + %A
RA&E
m—HA—H 137,000 157,401
FRELEZBREAR 3,760 8,392
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RIFEF-EFE+_AZ+—0 » AOFAIZMTMGKIE > HEHARKER 000,000 » MELH
7,441,000 7T (B E—4F : AR¥3,000,00070 %R #12,727,000%&7T) -

A RAERE  ANFCHHER X TEME REHEEES547,246,0008 5T > Lt
SHEOSARWE L I BT I ZHIE -

B
TEN
—BE-F “E8-F
%A FH#A

RAE
w—HA—H 33,203 —
WM B AR ESE — 53,112
o B T AN Fl R 8 (121)  (19,909)
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ERBE 1,634 495
wt+_A=+—8H 2,129 495
RERE
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18. RHIMA S ZRE BUHERRNE BAHELRARNE
—2¥8F C—BE®-F

A F 1

REBLAZRE
WA E TR > MEAE 228,703 228,703
JEETRRA  HHAE 91,263 100,483
319,966 329,186
sz AiE 10,530 23,868

AL gceg- FNGE -]
MEA R Z R 3,876,129 3,598,640
o B (2,134,348) (2,083,185)
1,741,781 1,515,455

ENHMBAOBRE
)N 676,601 709,918

BERL > BREABMNWNBARZXEREEN £EXBEEEETY - ZEHESKTRR
—ERER BIERRBES -

MIBEE_HE+_A=+—H BITERBATZHERENT :

EAF
BmAT B8 BEERT
/ER REEZ RE/ &0
REELR LERRE/ ErEfE
WEBLREE 28 2MES 28l TEER
B B
% %
Australia Net.Com Limited A 31,184 1168 T - 57.26 fEER
([ Australia Net.Com}) (B ¢ (K3 a)
PHEETZERERAR Fi VETT - 57.26 BB
(W3 e
China Enterprises Limited BRE MEREE 33.27 24.84 "ELR
(IChina Enterprises)) (# & b) L@R30,000ET (Wb  (Rab
(M e LER0ITIET
BESHMTERMERAT el AE% - 55 S 4
([EZ]) (Wi d 280,684,3117C (W3 b)
KERFKER G HH AE# 51 - kR
BFRAF (R d 17,000,0007C
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FRA L BET BEERT
/iR RERZ BE /&R
REGELE EERERE/ EXEE
HEARRE 2B gRER phidil TEER
E¥ o
% %

NP RGE ke ARE - 51 HEah
HERAR (MBE] 469,748,7777C (B b)

(% # d)

Tung Fong Hung Investment RREX 10,000% 7T - 100 PHERRE
Limited ([ EH4]) BE RESR
(Wit o)

) F% (RR) 7B ik NG - 51 HiEnk
ARAR (RNFE]) 667,833,1017¢ (B b)

(B d

CE

d.

€.

Australia Net.Com# ¥ 9 B B T s S5 A5 375 » ELAR A RO BB %25 F7 1 71 « Australia
Net.Com & H [t B 2 & FTERERELERES -

China Enterprises T ER FEBE LY - ERMA_FF_ENA_+LEMERHES
5 (A4 5ET]) £ » HEE China Enterprises REEF RN F A2 FHE L TIEE
MprZEAREYEEE  -#AOXEHMR _FE "4+ H =+—HZH ¥ China Enterprises >
ETBETHZEAGCEMEAANZTEFIRBE - N =ZNFEHHF X5 % B F ¥ China
EnterprisesT BB AR EEEGNZTGHZ2ERT A ZEF -+ _A=Z+HEAE
¥ ZFEFE_H+—H_1T/XE > China EnterprisesZ & iE R i N X BB I3 5 MAEAR
E ¥ o A% E A China EnterprisesZ 55.2% % M i 4 1 £ % 88.8% X R HE# 2 © China
Enterprises AR AH » RZEF_F+ZA=ZT—HHEAEZEE - IMNBBEBFRZ
KEBIRHE -

RN FREEER -
WHEFSIEERERSK -
WHREBEZABEEEEMBRIZARAF -

EWBLAARELIFEREMAMFEEBRBEEMNAEREHESR -

FERFIINEER LI EREAFEZXGIMAERAEERABZERTHZ2ALEREL
" EEFAFIEMHBLAZERHSREBRMHILE -
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TE® AQF
—EBg_F —Bg2-—-F - 3 Sk 3 -B2-F
R A + A %7 %R
RBEATZER
b EESRE 714,070 156,132 - —
7
w—HF—H 20,136 — - -
WEEREE N A TR A 91,784 20,136 - —
o g (1,147) — - _
BHEBENTHERREE (20,136) — — —
»t+_-_A=+—8H 90,637 20,136 - -
BEE
w—HA—H — - — -
WEBEANFINEL (123,379) - - -
w+-_A=+—H (123,379) - — _
FEHRM WA E - — 2 2
681,328 176,268 2 2

FEZEREE T TR - AWES TFEEHARA -

FE B e QBRI
B A TRK 60,535 13,517 14 473
EAHEQAITRE
R R BE 189 9,625 187 —
BWEANF LHRGZ HE 567,143 155,837 — -
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DTAXEERFERRBEZ TEHELTAREMAMZABEENBE

EENEZEEEE
HEEE REXZE RERE
- 3. k- “BECF 3. S 3
~A-BE mA-HE mE-BE
g 3 o3 —BE_F g - o - 3
+=ZB=+-8 +ZB=+-8H hB=+A @t
F %4 R4 F#& A4 FHA
X 181,692 1,323,286 79,456 1,584,434
BB R R
PERFEERER (99,810) (302,917) (43,357) (446,084)
AEBEEIL B W ER SRS
ZBRRAT S R
SEREERER (1,600) (87,751) (3,275) (92,626)
LA BRI
HEERE REXZ RERK
R-B8-f R-EB-F RN-BBCZE
+=ZA=t—-B +=B=+-H AB=+A o5t
F %t -3 FRT FHA
kRBEE 2,126,452 901,106 149,078 3,176,636
REEE 166,972 536,923 534,215 1,238,110
BB (186,306) (478,490) (402,524) (1,067,320)
ERBER (1,056,027) (298,248) (3,220) (1,357,495)
DER RS (103,766) - (24,606) (128,372)
EERE 947,325 661,291 252,943 1,861,559
AEAEGEERE
R-FE_F+-A=Z1+—H 305,039 213,002 105,642 623,683

RZEEZZF+-_AZ=Z+—H  WEBREKLXELETE —FEZX_FN0A > 2E£HUY
130,000,000 T BHREBREKZ#34.58% M2 > ZEESINREXTBITRORERRGEIE—
S EHEELN221% -

RZEZEZHEF_AZ+—H > WEBRFRERELHE - RAEE - AL ELI4210,000,0004
JCAAE i B 3 T R R 4 43.06 % 28 -

REFF-F+AZTBZABEIERAR T -E+ A RERRERLR - BHEX
HEMARERHERERHRZEEARBEAA L ESHEE AU EMBEARER -

PAERE > &8 £ B R PacificNet, Inc.Z # 25 A PacificNet, Inc. BL B R BITH K » B #29.52%i
R 49.93%  EHIL > P PacificNet, Inc. Z S EFIERMERE -

RoEFZ-HE+ R AEEETAREEEEH > BERHBEBEEZ ERAY65.562EE
#132.20% o

ERIFINEERAEET G EL AL KRB ELARATEREERRBZALEBELNF -
EERLHIAMBELAFZEN#SCRERAMN TR -
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20. BWERR

rig-3: | b N

—g8_F —g'-fF —Ege—fF —Eg-F
F %R + %A F % 7 F %

FE W& 3 R FE R B
— AHEH (W ) 230,300 270,474 - —
— L (M b) 578,171 189,039 82,529 41,457
EWBEE AT FIE (M o) 6 534 - 28
808,477 460,047 82,529 41,485
W BE (105,232) (50,413) - -
703,245 409,634 82,529 41,485

B —EREEIEF
ERBEE Z HIH (680,659) (107,195) (59,943) (16,239)
—HE B KIE 22,586 302,439 22,586 25,246

[t A

() FHEFEREEWF B EIESF B Danwei Limited ([Danweil) & Lucklong Venture
Limited ([Lucklong]) #7121,500,000% 7& (= %F T —% : 123,491,000% 5T) % 108,800,000%
JTCAZFFE—4 1 110,583,000%70) < HMIE - AEEERRXEL L OBEEHERBFHR L
FDanwei X Lucklong Z &R AT ZERE - Wi » ZAFAEEAEFE L LFADanwei X
LucklongZ B & - DanweiXLucklongfF B 2 ETYELER AR ZBREC FHAE  ERAEE
M Danwei & Lucklongi® i &35 Z M & -

FEW S ER A SFIERE -

b)) EEFESERREENESGEERBIALEBNBHEAATEBEELEEARAFAZRARY
103,757,0008 06 ( —FFE— 4 © 45,183,000#70) -

EEHERIBERF ECRERETREATAZHMBAREKAEEZ BE L E 4B #
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IE -
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() BERMEATREZ EFUT -

rEH EQF

—EgCHF —BR-F C—¥B8-H —28-F

FHEA T B A T H A T #* A

RESEEEFRAA 6 24 — -
RIEWMERERLA
(R #& Star East

Bob Limited - 160 - -

RN EEERAG - 157 - -

Rosedale Hotel

Management Limited - 113 - -

KA BHEBRERALF - 80 - 28

' 6 534 — 28

DEFELHBEN  RERARERMER -

TR EE B+ 5 385 R4 & X Rosedale Hotel Management Limited 5 24 /A & £ E K~ 2 K it
B -

RABNEBFRLFALREMBARLALEATENEMERLFAZMBLR > 240 H
ETEERRTBNEBARAFASFEHEES -
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B &% — FEBE2HBE R
EHRRE
rEMS b N
2EmRE Hiw &
—gS_F —28-F g2 F —g2-F
F# A FH T T HR AT F %
A
ielic) 265,931 261,403 - -
[ ] 46,952 73,279 9,892 18,692
312,883 334,682 9,892 18,692
BHER
JE T 134,340 177,188 - -
CIk-C 825 1,538 825 825
fa =t 448,048 513,408 10,717 19,517
Mt RBIE
W
B 239,016 214,248 — —
Hip oy 26,915 47,155 — —
kL 182,117 252,005 10,717 19,517
448,048 513,408 10,717 19,517
mE 37,363 40,000 - -
FETE 410,685 473,408 10,717 19,517
448,048 513,408 10,717 19,517
rHEEZE 265,931 261,403 — -

FHELNBER _ZRE - F+ A=+ HZEAEEFEREIREERERAT (ALK
Kl RHABOEERAT (THM)) 256.73% (ZFBE—F : 9.16%) }10% (ZEFE—F : 10%)
s BESH 511,988,250 T (ZFFE—4 : 71,005,500% 70) X% 52,984,800% ¢ (ZEZE
—4 1 60,834,000%70) - BVLAREBRHE IR NEEHERTEEZMRY > MEAREBE
ZH LT .

ok s BAERESRETEETRURAEENHBHEEZ ESEEL > AEFANEREEE
Mz EZHBERNHEAFEREAREMEE RFF _E+-HA=+—H  AE£ENBEE
JTE SRR 38 2 T (E 49 5 33,211,0008 7T -

FEWEEESER _ZEE E+ A=+ HZEEHAERBESECLXERAT (BT
Fr b BTz RS (£ EE%]) 28,000,000 T (ZEE—£ © 52,585,000 T) & -
SEEFWAFE > HARZEFNES = H+ HLLI57,000,0008 THEE - £EF5RTHRF
FEAHEER > AR _FEFE_F+_A+EE_FTFENFE+ A +HILFAREH > KERESK
0.28% 7T (I THE) M EEFEBRELECEFRATZBM -

I EHFEEHER _EE2E+ A+ —HZEEBETOENE =L BH AL ERE
2,540,000 7C (ZFFE—F : 40,000,000#:50) » ZRAZBWERTHEEMNRFE  HEER
g WEFEHSH LT Z2TEEREATRATZ BRAIEHES -
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FHRERELET RERMEZEAREN BT EZ BEWBHEALE -

23. FEWHE
AW
FEDEUTHFEFEIR -
RAEE  REYEMEARARPBEEZ EEFHBERLE -

24, BE
REN

—Eg-F “Bg2-F

T %A F R A

JEoE 330,660 312,952
R 21,414 19,007
AL 475,670 458,329
827,744 790,288

bl B R S IR IR E P BR 2 R 330,660,0008E 50 ( T —4F 1 312,952,000 50) ~ FERHE
BT (ZFZE—£ 19,007,000 70) K 8 AL 475,670,0008 0T (ZFEZ —F ¢ 458,329,000
JT) e

RERNIEZFEERAL 53,052,768,0008 00 (ZFEF—4F © 2,771,566,000% 7C)

25, BEWESEBRX

AEE-BETESEFHH0 £180 BZRIRM - REE A ZRBWE 5 R ZRE 2t 4
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FEH
—¥¥=-_F C"¥E-F
A TR
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26. BARY - RESREARETER
FEATRR B ~ H A FEAT SRIE I BB SO B E T A AR B 2 I A 5A

TEM
—B8-F —8E—-F
F % FHRA
0Z90H 219,156 278,148
90F 180 H 48,641 43,876
130H LA k= 109,345 75,570
377,142 397,594
o AT R E R B E R 515,022 598,112
892,164 995,706
27. BABEATANE
FEATRRE A FRIE 2 BT ¢
KER b N
o1 ZBECF ~88-F -2%-f% —22-F
TR FRL FRA TRA
Nation Cheer Investment
Limited (i) 122,702 - 122,702 -
Hanny Magnetics Limited (1) 104,595 1,234 103,457 151
BROEEEARAT (i) 42,937 29,539 35 328
Paul Y. Project Management
International Limited (1) 1,879 - 1,879 -
Mass Success International
Limited (i) 71 594 71 594
REEREEARLT (i) - 127 - -
Paul Y. — ITC Construction
Company Limited () - 3,634 - -
Tai Shan Paul Y. Construction
Co., Ltd. (i) - 1,364 - -
272,184 36,492 228,144 1,073
B —ERIEGTE
RYEECEH (46,155) (36,492) (2,115) (1,073)
—FRINBIEHE 226,029 - 226,029 -

i RIE N B R R AI T3 FI 2 5F 2 o BRFE AT Nation Cheer Investment Limited & Hanny
Magnetics Limited Z AE AR EH B —FEHE R > HBEREYERERMEE -
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() BEATIARLATEIERAZ ZEMBAF -
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HBE
BREHEO. 108 T L@
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ARRR—ANZFELA Z+HERATBARBRERE > ZetE b st R A B g +H4F
WA - REFHEZHEH > ARFRFRAREMNBAFAZEEREER THRMLEEAL
Az EER . W BIE T AE - R EHCTEENRRAEER SRR ERRUEEE
71 BREER (T THER) NREBEAQXFABHERZEETHEREZRMALMERS B 2 FRHHE2
80% - IRt BERAET A MBER L B S T ERTE - — UL ZFFEERBARLAR
“EFCERNAEAIBREFHR G AR LERERKL -

RIFEZE_E+_A=Z+—H REBE-NMN_EEREZERESRZROTEES
510,000 (ZFZF—4 : 376,7508) > HERF AR R E B ZE BT RMN#0.061% (ZFF—
F:0.082%) - MB-NNAZFFEARKZERESRZBRTESEIBEAAA T RFER
TG NEERBE - AN ZF B BT F AR 210%  HEREARAGBRREERMMEE
AIRFERR - MM AR TZHERENMERZROEEE A BEARBE— LN ZE5EFRKE
B RAI FHOGZALNTRMEEZ25%  EBERARBRELMEZNRELR -
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—ANZEFRBBETZEBRERERNZEHMENT ¢

BRESRZRGEBE
H-ggcg
R=B8Z% ER REE +Z8
-5-R RE ¥® =t+-8
RHBH TEHE 1EE e T 23 Fik S OF T3
2A
“tE “NWAAELEZ+—RHE
tRZ4—H “EF"ELAZTA 6.060 (i 9,750 (9,750) - -
“ZTEE “ZEEE-ATARE
—-fAtZH “EZFR%-ATtH 3.440 (ii) 50,000 - (50,000 -
3.145 (i) - - 75,000 75,000
EERERELY 59,750 (9,750 25,000 75,000
==
-t —“ANELBZ+-HE
tHZ+-H “ETHELAZTH 6.060 () 27,000 (27,000 - -
“Z3%E “EREE-A+AAE
ZA+MmA “ZTHEE_A+HA 4.050 (ii) 290,000 - (290,000) -
3.702 (ii) - - 435,000 435,000
EEERESY 317,000 (27,000 145,000 435,000
&3t 376,750 (36,750) 170,000 510,000
i B

() BRBRERTENREMRIMAY  WEELFTROBREZTHEERBEETHAE -

(i) EEHFRZHE > BRETFEES B B4 THEE3.440% T X 4.0508 THAE £3.1458 7T
R3702% 7T - EREEEAEEEHRMAE AL -
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B & — AFEBEBoMBEEN

—ANZHEFEETZERERBE_TE—FE+ A=+ B LFEZEBMENT :

BRESRZRABE
R-88-%
R-g%2-% +ZA
-F-R BERHEH EARE/ =t+-8
REAS qTELEE THE i3 MRTE  EHAR A% HEROE
—ULtE —AAELRZ+—H 0.606 i) 97,500 (97,500) - -
tA=+—H E-EECELACFH
6.060 (i) - 9,750 - 9,750
ZZLEE “ZETFE-FTAHE 0344 () 1,000,000 (1,000,000) - -
—A+H “EERE-F++tH ‘
3.440 (i) - 100,000 (50,000) 50,000
ERRREAY 1,097,500 (987,750)  (50,000) 59,750
—LhtE “AANELEZF—HE 0606 (i) 21,530,000 (330,000) (21,220,000) -
tAZ+—H “EECELE-FH
6.060 () - 33,000 (6,000) 27,000
—~LANE —“AARERAZFEHE 0300 25,000,000 - (25,000,000 -
AAZ++tH ZEENERR T+ AH
—“AANE “ARAEF-EZ+ZRE 0320 (i) 2,000,000 (2,000,000) - -
T—-A-+78H  CEENFE+-A-+-H
3.200 (M - 200,000 (200,000) -
ZZZZE “EZZEZATABEE 0.405 (i) 7,900,000  (2,900,000) (5,000,000) -
—AtmH CEEREATEA
4,050 () - 290,000 - 290,000
BEERELY 56,450,000  (4,707.000) (51,426,000) 317,000
3 57,547,500 (5,694,750) (51,476,000) 376,750

() BREZTFEERCNBAZAERE BV ITHEMH0.6061 70 © 0.321 7T ~ 0344 TR

0.405% T Al B £6.06¥ 70 ~ 3.2 70 ~ 3.44% T R 4.05%# T »

SRR &)

NZFEEZFANANA > AoalRAFERESTE ((“EFF318]) > ZFrdARME
TE . FEBELARESRECEREERERERS S - RBE_FTF %38 A NFEFGTME
EWRERS BEAAFTAEMBARAZHTES) R THERELUZEAR LB RM - T wiE
BILZE EEHZEREANBRLESHES =T HRER > TREBERZBEIMEMEBTS
ERH CERUZEREMTNERERHHBHEFTTERNTE - THEE (T FHER BALFTAES
CEE > HAEERUTEZEZEESE  OFRXAERMRFFEREE A ZWTHE ; ()AL F
B EBERTHRENIESEAZFYRTE RADA AT REZEE -

RF-FF_FHETRZOZEREY R R ORABABEEALFARRT BITR M OF
BERE ZTF FFETETZARMRE) 210% > BBREALERRBLMESEAEL]
R MEMALRFPZEREFRELZBEMEEAEEE _TT _FESETARCBITRY
TETZALABRGERZ1% > EREBRQFABRFLAMEERIRELR -

FEANLTMRE T _FERER B AETERE -
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3%

MRS
China Enterprises

China Enterprises ®— UL ERN AL HFRITEA B BRESH - At HlaRAEHE
TERNERK - BBEFHEZ K 0 China Enterprises [ China Enterprises X B AR 2 & H A
BREE (BEENEEES) BT HEBME LI HEChina Enterprises 2 F @A > £ R 4910,0008 A%
> WA BT ZRE - ZUFEZFEENRARRAE - EEREERERRBEFER
1o AT R BIT 2 TEBR A A EE RARBITRA o China Enterprises ZHEF & ML
BUZEEE® ((ZFEE]) EEREZREMRBFAHREERE BHEAZEGEE > ELAaER
LERBHERTEREZRIPNAETS B Z PR TEZ0% -

RIEZZE+"AZ+—H  RELEFIR G2 BEREY X2 B8 E %20,0008 (=
FTE—H 0 20,0008%) > #% P China Enterprises % B Z EBITRMH 2 022% (ZFFE—F :
0.22%) ° RIPZFTEF IR H 2 B X 2 R 8 EOR 15 8 E China Enterprises 7 ¥y B # 17 iy
%8 2 910,0008% » #EL#%China EnterprisesAX R 5o it & R RFE MR o MR A LT ZHER
BB ¥ B 2 B A0 BB AN18 &8 41 China Enterprises A ¢ 2 %47 X 13 2 25% » M B % China Enterprises
RN S EE R AR -

China Enterprises iR G HIE T EE M BRERFRZ SBMENT ¢

R-ZE®—-F
—B—BER
—B2F¥_FR
—EBE-F
+=B=+-H

AITESAE THEE 5 R AT £

£7

CEERE_AZAE-F-FHE_A_H 9.9375 20,000

MRIBE-ER -FERTE, IEMBFChina Enterprises BRI L BERE BEARE
RHL -

#E
%5l Bx
A2 15 % (8 EX A REF#E &5 A B
F A F %A F @t T %A F# T
AT
RIEE—F
—H—H 1,876,729 - 233 (423,602) 1,453,360
] 1 38 B A T A - 414,881 - - 414,881
FEEEREHE — - - (621,305) (621,305)
W_EE—F
+ZHA=+—8H 1,876,729 414,881 233 (1,044,907) 1,246,936
H 17 B A0
TEEZ BE 23,024 - - - 23,024
BT X (2,405) - - - (2,405)
KEFEBEEHE - - - (112,550) (112,550)
WIEEE
+=H=+—H 1,897,348 414,881 233 (1,157,457) 1,155,005

BAAZRER ERBERRME8@ITEZHBRAEEZEH -
RIBEZERZFZ-F+A=Z+—8 > FLAEETHSRTREZFHEH -
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32. EEBIE

FERNRERZBERE BE) LU TREENT

rEH b N

- 3 g2 —BEB-F —BEC-F —B2-F
F &L F & A F BT -

REZRERZEHTH&ES 3 :

BB 2 E R EAELE
MBEHEPIHZ

WEEZEHE (72) 393 (72) 187
Fr (5180 8 2 BB H (4,563) (109,097) 3,000 1,273
AT - 38,276 - - -
MEFEREMEBER - (476) —- -
33,641 (109,180) 2,928 1,460

REREH > REMBERRIERZECHELE BH 2ETHEWT ¢

rEH b N

—88-F —Bg-F —BB_fF —E2-F
F# A F & A Faa F &

REZHBEEZEH T SES

MELZIFESHERAE

HBEHREFHNRZIFESHE (5,976) (6,166) (455) (527)
RXEBHAZBEER 285,198 307,696 19,000 22,000
MEBRBEREMER - 11,333 - -
279,222 312,863 18,545 21,473

HRIEFEEREMNEGERATRZMHRER > NI REZEEHELE -
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33. BITERRRMER

TEN b /N
—gE—F —gE—F —EB_-F —e8-F
F# A FHA F# A T #A
WITEK 1,046,851 1,515,206 20,000 20,000
FEAHAVETE (M3 a) 174 187 35 46
BITHER 23,462 - 23,462 —
HiEE (Wi b) 13,323 - — -
1,083,810 1,515,393 43,497 20,046
g 181,715 672,735 - —
I 902,095 842,658 — -
1,083,810 1,515,393 - -
AT EREER

— R 996,861 922,272 43,473 20,011
—EWE 41,752 53,754 24 35
WMERE 45,197 24,386 -~ -~
A -~ 514,981 - -
1,083,810 1,515,393 43,497 20,046

W —E R R T E R E
BEZHE (996,861) (922,272) (43,473) (20,011)
—EH B HIE 86,949 593,121 24 35
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M & — ZEBz2HKES
B
(a)
BERNAR BERANARZEE
KEE AR rEE LT
ZE8-% “8%-F “S%-F “EZ-f “EE-F -“B8-F -“28-f “28-F
&L FE A FERL FEL TEAL FEA FEAL S
REREHY
FEREH:
—ER 158 24 14 14 150 14 11 11
$_FELE
(AHEERT) kY 189 33 Y] 24 173 24 35
190 213 47 61 174 187 35 46
B RRBELH (16) (26) (12) (15) - ~ - -
MAEERE 174 187 35 46 174 187 35 46
B —ERHEZ AR (150) (14) (11 )
—~ERHMEH % 173 24 35

HAFPHAMAFE (CFF—F  1F) - BEZFE -+ -A=Z+—HItEE  FHE
BEGHNRABE (CEFE—F 5H) - BEERNTIARAABHEE - FAHAKEZER
FEMFT L AW T L F BRI EfT Rz ©8E -
AEEZEEDEEAEHEEER L ZHTIERT -
(b) FHFEUREBEFRIZEMNI EFE -
34. BlERE
FEE

EhEeTHEELETRERY HHBRYEMERZES - AHRSMRETRENRAZ
EEWREREBAWEE -

RAEE EWEcCHMARERMBEE 2 ERBEmHE -
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35. HME BANBLAES

EHEZEEEE -

HEYE

Ik - BB R
BERBRTYE

[

BEEE

REEAR 2R

AR E

BT OB R &K

Wi B T 8 4 B AT A e &
HEYX

TR

FE Y BR 2K

FE Wi 3K IE

HABUE ~ e REMPER
FT i [E) 57 48 B B HL At v Wi [E) 5 A
BITHBE LRSS

FE AT BREK  HLAtRE o BRIE KR 2

FER BT BT R M REALE
SRAT B I H A fE K
REMAEE
DBBRERE

EWEE

DB R

QEIET

ERRA ARG
E & B & A
B &R Kb I IR E

RV A g

XA

K&

FAB B 2 mIHE SR (W 3237(g))
H At B R IE
REE AT Z MR

JE Ui BR 3K

ARSI E LS B S

ZHREFRELHEZM (B AFEZ

BB eE
HEZRITEHRREE

ReRkReSEZR () ABHE

B &N
- 3 Sk 3 —BT-F
F# F % A
28,272 84,510
1,479,442 189,164
140,760 -
121 19,909
- 102,274
- 19,432
7,379 26,262
21,408 -
75,000 -
31,793 -
46,412 197,426
51,083 175,958
43,119 -
69,098 240,996
3,077 —
113,992 76,490
(461,875) (402,133)
(3,523) (75)
(613,258) (314,750)
(2,727) -
(411,777 (35,268)
(87,433) -
(375) -
(66,000) -
463,988 380,195
(71,028) (25,262)
(2,190) (650)
(2,577) (11,078)
388,193 343,205
64,193 63,047
452,386 406,252
75,508 360,296
43,199 -
26,161 -
307,518 9,556
- 36,400
452,386 406,252
75,508 360,296
(113,992) (76,490)
(38,484) 283,806

PERLEZHMB AT AAEE Y & EBHH98,640,0008 T (ZFE—4 @ 132,311,000#:7T)
REAEBZ KB EBERA2,597,0008 T (ZFF—F 31,663,000 TT) -
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36. BAHEALT

RAEE  ZEHBAWEL A EEMREE— 5 WHE Wintime Properties Developments Limited
(IWintime ]) Z 65%# 3 X Wintime B R &30 + M U1H %543,200,0008 7T « R{E LI & 5 — KM

BARlZ 2MEE A - KERERSERREEERE -

—gB-F C—BB-F
FH A F A
EBAEEFE:
BEYH - 96,510
¥ - BE R 219 77,071
REELNFE 2R - 19,466
FE Y BR K - 44,201
EHEE - 54,599
TEYE 51,893 83,180
rE 356 70,771
eV & 5 iR 3K 14,219 27,304
HMERHE - & REMKE 12,725 150,390
R i [B] BT 45 B4 B At BT g [ B IE - 129
WITGEBREAES 422 52,568
REATEREX - Hib BT IE R X (25,905) (109,964)
TER TSR R M R IR (193) -
|OTEFXIEMES - (104,941)
Rt &M A E I - (143)
DE B RMER (1,529) (51,738)
52,207 409,403
W R EE A 2 T A - 53,112
52,207 462,515
AR
BE 933 407,018
RHEB AR 2R (K iE37(g)) 43,199 -
HRBEEARZESETRTHE 17,440 37,032
HEMNBEEANAREERTE (9,365) -
HMREYRRIE - e REMHKE — 18,465
52,207 462,515
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37.

FHBAMBARZRERRESHIASME BRI

FHRA +H L
EffHE&RE (933) (407,018)
EBAZETHEBREIBRE 422 52,568
EFHBAMBARAZBEEAREEHZHER LB (511) (354,450)

REREEZHNBEARESEBRZ BEFHEHR107,020,0008 7T (ZFFE—4 © 99,967,000% 7T)
BPHAEE CEEBEBARK2,645 0008 T (ZEE—4 : 87,730,000 7T) -

FEXRBRERS
BE_ZZ-_E+_"A=+—H0IEE . FEFHEXZHUT ¢

(a)

(b)

(c)

(d)
(e)

¢9;

(g)

AT FE6(C) TR > AEEMNEEIE 2 RS B AI6556% M E 432.20% - EI » A%
W i 5 3 BBV 5 2 R 2 R T (R R B A 2 M £ 3% N £9307,518,000% 7T ©

WAEE  2EERBEAEBRERZESERAERLNETEETREAEEBBEE
ZHEREBEE 427978 HEEL19.69% c Bt > BARBAEELE > REBEEATZ
HE 35 I I 38 ) £938,543,000% 7T -

EHYE BERREZBREHEHMNTHERBEARERZ EARMEEL2,727,0008 T °
HABWEIE - & OBRE B ERE Y £ 4710,000,0008 7T -

RAEE  HEBRIKEHR286,767,0008 TUARBREFALR-FZT_FALRA=THZ
R SR AR — SRR AR AT -

RAFE  FREWE22,928 0008 TUARBMAAAA LR -FEF_F+_A=+—
HE S 2 DO e s 504 LU R — BT S E AT -

RAEE , AL BiE— £ U WintimeZ 65%% 2% XA Wintime R K E X > EREAH
43,200,000 70 - WLAHES —HRHBAB Z 2HER 1T -

BE_ZEFT—F+A=Z+—HILEE FEIXREXHWT :

(a)

(b)

(©)
(d)
(e)

BN E 2 M2 B0 #137,032,0008 7T K HAth FE K TE /) £018,465,000i 7T » JIARAE
TR B AR Z M E -

R B AT 2 B 2 IREEA19,556,000% TR B U B 3K 2 IR B #136,400,0008 T I HEE T
Bt B 2 1 B U BR 22 R4 E -

WEREAKZAEL88,331,0008 TE HEETFTREFH 2R PEAE -
EHYE BERREZBEHEALEZ SR EAENES53,000 T -

#164,295,0008 T2 BEBRENFEERNMER—MBEE Az ERBREFTEAREE
NEIZHEDR o
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38. &E
REEH > REBZERABEUWT ¢
TEM b /N
ZEB_F —EEg—fF —EBE2_F —Ee—F
F &2 FH A FHA F®L
ERTAME R M B R
BT S TEAE 1
— T b EE R 209,540 214,254 209,540 214,254
—-% - BRERRE 137,061 18,005 - -
—-FERIRE 15,531 10,849 — —
—BRETRRREYE - 26,902 - -
—EEYR - 129,393 - -
362,132 399,403 209,540 214,254
FHYE  BER
BT EHO MR
REPX] - 35,096 - -
39, BEHNER

AEBNENRBEEBAZYE BEHLAHAT MR BEHLAM KL 536,974,000 T (=F
T4 1 17,432,000870) o

FREAFEREEA

REERH > REERAREREE H L REF 2 AT HESE R EHEAT A A AR EHL
Rz ARE > UREMARBZEWEWT ¢

TE®R b N
B8 F —gE2-F —s2T_F —Z22-F
FHBT FH# T FHEAT TR L
— &R 24,899 26,429 577 992
BE_FEHELE CGEYRERE) 37,094 25,482 577 —
BAE 155 1,678 - —
62,148 53,589 1,154 992

HAFHU_E=ZFERHETER HeTHU_ZE=6RBTUET -
FEMERHBA
RAEFEHRRZWEMS WA H13,383,0008 5T ("ETE—4F @ 11,914,000 %) -
REER AEBEBFITYZEEY  HF ZRRRBELHMZHMOTF

TEME
—EB3_F gz
+ & F &
—% R — 9,479
E_EENE BFEEEWE) — 18,633

WA - 994
' - 29,106
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40. FAREE
EM b /N

BB _F —gg-F 88 _F —2E-F
- F 3 A T H AL FHA

(a) AAFHBTTHEBAIZ

|VITHME

Btz AEER - - 93,145 108,243

) E A BB AR R 2 B AR
T & 48 ] 169,635 182,302 — -
SRR NE 780 780 780 780
170,415 183,082 93,925 109,023

(b) AL FE AT 2 &M B2 7 Tung Fong Hung Medicine (Retail) Limited 52 i 8 & fR 2% &
(M) RHEYEMBETZAERRETZRTHERRBET T MERAHER -

41, EEER

() MZEFZZF+ZA=Z+—H, > UTERECHERRE EA-EGMEBZEHERACERLE
% -

- RIEF-_FE+-A=Z+—H > TEEHEEEYE - R _FF—F+_H=+—8 >
BETH (H 47 5 17,630,0008 T2 IR EME -

— EWE{EA219,532,000 T (ZFE—4F @ 2344620008 T) 25 TYWE - BRE LR
{ﬁ Q

—  24,839,000% T (TEE—4E : 83,520,000 7T) ZBITHE -

- ARFA-HMHBARZEMEE  ZEEEBERA5,746,000 T (ZEF—F ¢
) o

by RZFEZEZFF+_A=Z+—H UTEECEERH  FAAKEFTERSSHRAGEHRZ
R

—  BRTE{E 249,990,000 7T (ZFEFE—4F 1 5244,0008TC) TEHFRE -

- RIZFZB_FE+"A=Z+—H > TEEHBELARZRG RIEZ—F+-A=+
—H > BEELES3,194,0008 T2 & TEHE A KM -

AEECE 13,323,000 T (2T —F ) ZHEBELEEHEXR -

(c) . MROEZE—F  ARECHHRERELBRZ WRBEBRAANERT-HRTERER
FREZESR ZEEAFCHASERAEENDSERBRELBEET MR -
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42, BEATRS
R AEEHATIIHEAATIUTRS ¢

NEIES REIHUE Wiz ZBB-F C"B¥-F¥
FHEL FHEA
HES A RAE FEECRRBERZEFFIERA (@ 1,519 -
Sing Pao Newspaper AEEE W R B Z EFHF BIA (a) - 37
Management Limited
RFENEHEARAA AEBEREERZEXFERA () - 88
Lucklong AEBCREERZEFZFERA (0 6,120 8,212
Danwei SEBRREBRZERZFBBRA  (© 6,834 9,171
Total Pacific Limited AEFHEWRERZHERA (d) - 280
Mass Success AEFREMEERZHEE TS (&) 835 1,109
International Limited AEEEMAEMZEFZEES 209 277
Hanny Magnetics Limited #AEBCNREMZERE (e) 290 151
: ZEBEMEREMZEHTFBEXH 2,143 171
REERTEERAF REFBENREMZEZANE ) 1,735 246
REEEKETE AEFENREMZHREREE (e) 369 33
HRAFE EEEBECEEEE 14 8
AEBEMZEABERESE 109 -
AEBENZEME 327 -
REBEARENZEHE 500 -
REBEMREMZEERES 800 702
REEHEESE EEEBBEMREMZFE (e) 410 151
BRAHE AEBEMNZEEEES 550 -
Super Park Development ~ AEEBEE 2 KE (d) - 400
Limited
BRI ARAA AREBEEZRE (b) - 216
EEAERAAR FEFEFREMZHETE (e) 2,129 2,386
Gunnell Properties
Limited
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AEER XaMtE Wi Z¥B-F C—E8-F
%t F#A

Tung Fong Hung Investment AEHC W KBRZ ERXFEWA (9 - 105
Limited

Cargill Private Limited AEBEEWREBRLHEREREGRE O - 1,826

Paul Y. Project Management AR B EAMZEHEEERE (e) 1,887 -
International Limited

Paul Y.—ITC Interior AEEENZHEYEEBE (e) 400 -
Contractors Limited FEFHOMNZEHERE 39 -

Paul Y.—ITC (E &M) AEBCMZERE () 154 -
Contractors Limited

Nation Cheer Investment EREEAFAEERZHEHEZ (e) 702 -
Limited

Paul Y.—ITC Plant Hire ~ HBEE K& (e) 59 -
Limited

Millennium Target AEBCRERRZEXHBBRA @) 130 -
Holdings Limited

REKE AEBECREEBRZ &FHE ) 761 -

MR AEEDRREBRZEFFERA G 280 -

W K F IR AEEC N REM T EEE KR (i) 248 -
HIRA A ARE B X

Rosedale Hotel FEHCHERE (k) 730 -

International Limited

R

(a)

(b)

©

(d)

(e)

()
(g)
(h)

B ¥ Tl A PR /A §] € Sing Pao Newspaper Management Limited S A S H2Z —MEZRE
NRZEZEMB LA o

RITBENEBERABDRER (B ARAE FIBIRTES (BLHE FRARD AR
HEARBERLAFZZERBAR - ARE —GEEFERTBNERARLFEZHESE
i -

A& T EE BDanwei KLucklong ZHEE o

Total Pacific Limited & Super Park Development Limited A £ BRI BHE AR Z2E W B
AR

Mass Success International Limited * Hanny Magnetics Limited ~ SR EEHERE TLRF R
ANE - REEEBREFRAE - Paul Y. Project Management International Limited * Paul
Y —ITC Interior Contractors Limited ~ Paul Y.—ITC (E &M) Contractors Limited -
Nation Cheer Investment Limited * Paul Y.—ITC Plant Hire Limited * ¥ES A R4 7 &
Gunnell Properties Limited A & A B FERRZ 2 EMB LA F -

REEAFETEERAFNAEALFAIERRZER -
Tung Fong Hung Investment Limited &A% B 2 F1# & A H -
Cargill Private Limited 543 A AT EFER/FZHEAL -
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43.

44,

(i) Millennium Target Holdings Limited R EWB K ZMRBEAR AT ATELHELFAZLE
ML a o

() REAERHBEERAEEZBEAT -

(k) Rosedale Hotel International Limited AR FEERBEREGHRAGAZHMEB AR -
RERBHBBEALZERFERER G EEABERREM 20827 -

FERL AT EREEEXLSBRPENT  KFEAEERREANLEHAE -
B ER &

AEBLEREFESEREERAEFNEAESFE (HEEEE)) - BEESEFTHCEERAK
KEZEESHES > FHUABIZAANEFNZES - AREXEEES M HHEFEETF&
AR Z 5% o

BB S 7R AR R AR B ARR R S BB R A S 4 5 A48 8 2 LB 1 R E4E
ZHERK - :

APESEMBARZEENSNETRENFERZBREN L EEHE - s EAFHALER
TERBEZETESRRAREESFEMT > U EHEN - A RERLEESTHIREZHE
—REAMEBEZFEET RN - B FBLUIAEEEZ BRI RSB ERERT
% °

REEH > TEERYPRERREERERT2EEG AR tRaNE 1 Z S s8I E LR
ARDEEAEER B REMN MK -

A ZR R AR 22 AR 524,679,000 5T (ZFEE—4 © 37,050,0008: 7T) NEAEB N A FEEE
N FInpAtT &

RHEBRSHE
THERIREEHREE

(a) ZEBIIFE+—F s ANFIEBAXICEBEREFRAT ((BXEE) HEAE=/) T
VEBRGEERRE > NEFBEME LS RSB ANEE LR Z91,635,7008 L AT (5B
FETE R EL R 2 B BT AR 2. 19.56%) LA B #81(E3,050,000% 70 2 BRACHEE IR AR HE 55
A IR A HE FE MR AT A 4R 1 2 B R B $040,000,0008 7T -

RAEML LT FREZA - @©FB17549,814, 200 BB I 2 i L@ U AL E 2 H
RIEE S RZ M 5 (AR RERZ BB AT1.008 7T 5 iR ZEMR B BEF EMERSE
ZH > HERIOE T EBEITISS.048000B B EEFLERUNERKRER
15,500,0004 7T ©

R Ll > BREERZ % 16,700,000% 7T % 7,800,0008 7T 6 L3 7 EAT - A&
SRBERMPRERIREL I EE BB Z BB BT -

ZEXHORFEHRES AR HE A Eh R B EEE -

(by ZEFEZE=4—H > China Enterprises HEE R IIBBRMEXLFHR)IF R TEHERMm
BRAANFIMENT) TYAGRHEERRLELNE)IFHE 2 2Hs51%ERE - REAAR
#35,000,0007C (A8 & it £933,000,000% 5C) °

REEXGREFZ=ZH_A+TNBETZEREIRE LERZ HHRBREE S I
#E o
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B &% —

3. EREE
fER

MNZERZ=ZFANAZTH BIAXHMNEOFAREREBEREN S 2B EBEE1T
HEH) & ERFR AR > PREBEA RERMERE1,306,800,00047C - BIFF EHHEIT
EEX£769,100,000%5 70 - MK 1 ERAT & 3K £9974,900,000%5 7T K H A {8 2K 49 262,800,000
T o Hith fE A IE AT B E A B BIA 49 212,100,000 T - B FEZFRER
25,000,000% JT - B ¥ AR 4 7K ¥ £7200,000% 7T K A 1K 1 17 B BE AT 3K E £925,500,000%
JC o SEIRFERAT AP 2 AlE 15 4915,100,000% 7 K 342,600,0008 T2 3K IE » HPERZ
—MWB AR Z DB R &k — B A TR -

BES
RIFFEZFERNA=Z+H > PRERLEALIMES -
ERRER

Ltz FIRMER > 2B FREMBEFESL410,500,000 T2 EFTHWE - B
R - EFFHF£227,100,000% T ~ $RAITEFKAI22,500,000% 70 K 5K — ) i g >
AZ B EEEER -

HREE

RN_EEZFERNA=Z1TE P REARZT—HBEELR - IMFALTR—Z2D8
AR 2 M B A 7 7 B E #4184,300,000% 7T - £7113,100,000% 7T X #16,600,000%5 7T [4)
BHRSITEBRIERTEHBENAEE -

2EBH

PR L E RoA AR Z IFas ] —Hi TR R BMRE AaFast > RIFFE=HF
ANRZTHEXRRFHEGRE > TREFUBIMEHTAHNREERRESTFTEFTZ
EEEA MTEX  EFEHMBELUES RARBEIRAFE  FBF  %E K&
- rHMRE AR EHARE  BR REMERHAEE-

SMNERECHER —FEZFERAZTHELERMSRHEER CERRERET -
4. EXBH

TRZEFEANE > AREAZHMBEESGRABARE ZFF_F+ A=
—H (BIREALFAEE A M RECHBHERERZ B LIRAEEMEREE -
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Bt & — - RESHR

1. EEEH

(a) AHFEAHER LR ZGETRMREERTRERZ BN - REARTE
EEZERHPRERRM > PREEREIA TR E R 2 SRS R R AR &
BRI > LRI SEERRER  BRENEN > AXHFNFERZE
R7GEFHEFHEEARTES > BERREMET  EEAXHAEEMBYAE N

BAHAERES  AXHFTEARZSFRERZES - BB - BUogE -84
BALREEAEERZERTIHERE B S oM - WAL - WEEE TR
EEA AR T o T PR e R B BN B E TR BT B AR R
BY A AR 8 5% S T 5 AR R T A B 5% B SRl A AR LR KR B ARE R I EAT -

2. BE AREZRBRE

RERERAITEYN > PRZEEREBETRAWT

HRBRA + %
8,000,000,000/% SR EEO.1#E T M 800,000
ERITRE A

829,468,413 HWE(E0. 1B TN 82,947

FECBITTREMERS RERBRE T EHHEAMROZEAASEZR -8 _FF_
FTAZT-HREEREEBRATEHA L - PRI BBETEMAPRES -

PEREEBEUAEBH PREMNATGHERPREIRES - BMTUBRSAEESE
26,542,989 128 TCH KM 2 R - MEZEMATHEPRDBRAEBERETHE > HPEK
PEEEBRAITHHZ BAZEERTE - PRAEMILIET165,893,6820 4 A H (H0.10# T2
LAy -

WEEEETITHE S » BT HERI AR T 51768 8932 T 5047 (£ 8 58 875,000 P SR i iy 2
75,0004 = 3R B A% BE W R AT (E -

TS &4 B8 TEE
(#T)
—EXEEF—R+/A\H —EEZFE—A+_H 3.145

E_FERF—-ATLtH
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B 8 — - REH
3. EERE
(A) RPEZHERS
() KBABRREZ—BAHATATEZIMS
R Bk AR
RS EE Bk RRESE
(%) (&)
Calisan Developments 226,690,004 27.33 3,862,872.00
226,690,004 27.33 3,862,872.00
BEEfH 4L+ 650,000 0.08 —
40,000 0.005 -
() PRESFHAFTEIHS

RERERATTEY > PREFSFRTBEER PR EMAAEE R 0%

EHLMBEERAFETENZEE) R0 - MERGAEEST  BEREBEESRR
BB GRS T AIHE IR AN G PREB I EEIRE (BHEREERK
MERIZZEHRXEMZE T REESTHAREAABRPREEE 2 ERR
WA BURBER AR 2RATIAE S I B REIF352EZ ZF R
Btz REEZERMAZERRRE  RBLETRAA LT AR ERE
HEFXZHRETNENETREIB TN ZERRIRBWT ¢

(a) PR LR R i

REREROEE R

B AR KRR DNEER AREE

(R A)

ok B 3 7 A (B 3) — — 226,690,004 3,862,872.00

3 . i B E Y 1 + ¥ Chinaview International Limited ([ Chinaview]) #{#5

% %878 i Calisan Developments T 5 745 22 ] 2 226,690,004 8% 7 5K & 13 B
BEBER3862872008 T2 P REBMMEE M - REBEHEHE
ChinaviewZ 2 #B# 25 > MM Chinaview$ A Galaxyway Investments Limited
(TGalaxywayl) Z 2 & ##5 - GalaxywayBE B EHCEEB =102 — 2
BT ERRA o fEH SZEFEFITC Investment Holdings Limited ([1TC
Investment]) Z 2 FHEZE - ITC Investment# A Hollyfield Group Limited
(THollyfield]) 2 £ 535 - Hollyfield B A R EEERBB =12 —2FHE
BATR A o (REHEM B A Paul Y. - ITC Construction Holdings (B.V.1.)
Limited ([PYBVLl) 2 2% # 4 » MPYBVI#E A Paul Y. - ITC Investments
Group Limited ([PYITCIG)) Z & # # % - PYITCIGH#E & Great Decision
Limited ([GDL])) Z 2 # 2 > T GDL#E A Calisan Developments Z 2 & 1
%5 o L > GDL - PYITCIG - PYBVI- & # £ # - Hollyfield * ITC
Investment * 232 - Galaxyway ° Chinaview X BB 8 39900 &
# Calisan Developmentsf 5 B Z 226,690,004 K Bty R 8 B &
3,862,872.008 T2 PR MEZ 2 i -
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B & — - RESR

(b) MRiEPRZ BRI 2 R

REREBR
RE A 47 A &
EEgE LM TEH TEE i R 1T
(#%T)
BR¥Lt —EETFFE _ZEEETHE 3.145 75,0001
—H+=-8B —A+AHZE
—EERAF
—A-++tH
(iii) PREEA TR B EEIHS
(a) JREKLHREE FER FRAHA ([RE)])
hRE
FigRE BRITREZ
HA& BRHEE BHEDE
B R g 1 17,280,000A% 0.09
by RAEBRFEBAERLA ([RAKED
HRABRRE
FEREFNRE BROIREZ
i R&GEE BMABE DL
PR 5 o 1+ 2,520,900f% 0.22

Br EXXHBES  REEEBEWTEY  EFHHEEIHE AR PR
HARATAEE 1 B (P8 o R G BI58 + M Z ) AT IRty - AMBAAR
REEST > SMEEAREESFLPEHRAS T ERET R HAEME DK
RMZ Rz AL (BEREES PR ZEEUEAZETRESR
HTHAR R PREREFZEREIRE)  SURBE R R E GRS
352MRIASNAE I R G RPIBIs 2Rz 2SRtz REREZ B M
MR > REETRAA LT ARERETESRHWIRETFAAN G
R BB ST B 2 fE AR
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fY &%

—REHR

(v) ZE2RRAATEEBIES

@ BPREZHAN REEEENTEE > REEFRBERGIE T2
Fe35r WERSCR T PR B R PR 2 R RA B AR Z R BOR B Z ik

FANF
BAaRR hiE
BB Wi Re&E Bok AREE
(B 1)
Calisan Developments 1 226,690,004 27.33 3,862,872.00
GDL 1 226,690,004 2733 3,862,872.00
PYITCIG 1 226,690,004 2733 3,862,872.00
PYBVI 1 226,690,004 2733 3,862,872.00
REEH 1 226,690,004 2733 3,862,872.00
Hollyfield 1 226,690,004 2733 3,862,872.00
ITC Investment 1 226,690,004 2733 3,862,872.00
EHLE 1 226,690,004 2733 3,862,872.00
Galaxyway 1 226,690,004 2733 3,862,872.00
Chinaview 1 226,690,004 2733 3,862,872.00
hsET L 2 226,690,004 2733 3,862,872.00
BB E T 1 226,690,004 2733 3,862,872.00
BAf 3 226,690,004 2733 3,862,872.00
Powervote Technology Limited 3 226,690,004 27.33 3,862,872.00
Hanny Magnetics (B.V.1.) Limited 3 226,690,004 2733 3,862,872.00
HWE 3 226,690,004 2733 3,862,872.00
Wk

1.

BF B 3% 1§ 1 B4 ChinaviewZ F # 25 > T Chinaview#E A Galaxyway 2 &
7 o Galaxyway B BECEBR =12 BT TERE - EHLEER
ITC InvestmentZ 2 ERM 25 - MITC Investmentf] #E F HollyfieldZ 2 ¥
% o Hollyfield B AR EBHER =242 —C¥ITRAE - REEHLHESR
PYBVIZ 2 ## % » MPYBVI#EFPYITCIGR2 ## 2 - PYITCIGHE A GDL
ZFME L > T GDL#E A Calisan Developments® #R# 3% - F It » GDL -
PYITCIG ~ PYBVI - {R# £ - Hollyfield * ITC Investment * R
Galaxyway ~ Chinaview 5 Bf B 3 1§ T #% 1% % A Calisan DevelopmentsFi & F
226,690,004 8% K B B BB £53,862,872.008 T R ERB HA
o

BB - A BRE S -2 B8 > ##1 4 FCalisan Developments BT # 5 Z
FRBEGEPRABREETREERES -

B & i Powervote Technology Limited ([PTL]) 2 §# % > M PTLH Hanny
Magnetics (B.V.I) Limited ([ Hanny Magnetics]) 2 E# & - Hanny
Magnetics H #R B 2 E#F - PTL ~ Hanny Magnetics & £ B ¥ 17 & 2 B W BT
F5H 2.226,690,004% T F 4> R A8 #8455 3,862,872.00% T Z F R BREZ +
AR
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M & — —RE S

(b) BHKEFRFN > REREEETTEYE > BEEKMHEREEMRIKRAEE
EH10% U E 2 15 (AR A AR LT 5% o SRR B o~ m Z R K
FLEHRBE)ZE®EWT

e -PARE £
RE EHEX
PREBARARRH HitRRA® EEZLA :
RS HigRE
i BEME China Telecom Investment 51% 49%
FRAHA Corporation
BEWihTERS KRB R 55% 45%
AR F] (W 3z a)
HEHEEARATA T 90% 10%
MMEFRTALTIHRAR EBEHETILEEEERLA 51% 49%
(W3 b)
HMFREBHERLE  WMBRBER 51% 49%
(B 3z a)
K MBKA R A Mitsui & Co., Limited 60% 40%
Orion (B.V.1) Coronada Holding Limited 60% 40%
Tire Corporation (K3t a)
Orion Tire Corporation Coronada Holding Limited 60% 40%
(K3 a)
Principal Diamond Limited Wonder Wealth Limited 80% 20%
Ruby Uniforms Limited Frederick Poon Chuan Ki 90% 10%
G

a. %% &M China Enterprises Limited ([ China Enterprises)) ¥4 ¢ China
Enterprisest # B &8 % 3 7% - &5 4 E £F A China Enterprises#55.2% 2 &
B AHE 42 B 4188 8% 2 H BRI EAER -

b. ZEREHVMFREBARAFRFE -

(c) BREXHEES - MAPREFHIA > BEHAMALRBETF LW EHEIIE
TR EHE2 R EZ SR PR B A PR RARR R (B
Rz (NH)) 2 RSRE - RERSMEETE SR RAEE
10%E UL b2 gt (M AN AT EEMERL TR P RERTMEERE L
R ZBRRE L8R SRR Z AR EAE -
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B & =

(B) PREBREHLHE

CRESR - BERUBAZES

REEEBTTEH  UTHREFNEFCXZRAPRFL W T HELE

FERL%R
EEgR EauE ZEREE
PR A o EI R 219,681,911
(Brzx1)
B AR ~
Wiz

R EE
THRREESH

250,000,000 JC
(M 322)

1. Galaxyway£ChinaviewZ 2 ¥ ff B/ 7 - MChinaviewl| HHEEHE L2 EHE - K
B 5 R Galaxyway i %5 2219,681,91 1 B H @R P HF 4 -

2. FGalaxywayZ ¥R W_ZEZE=F=A=H > CREBER_-FZFT_FAA+EITXZ
ZHE RRERR > BITAREEB 250,000,000 JT A WA T A5 B E S 80.30
BT (A T3 %) #iie 833,333 333 AN AR T ER X HBER THE B L - &
BEEEARERS > CHCERBUREERT LAFTRBRERZ X > HEH
Galaxyway#E A Z A IR 98 -

REEEETTESE

ESRAR

PR B 5 19

FrisREER
EEHuE BHEE
IcElRE R (M sz) 685,220,227
B\ BE 25 11,318,000

AT (W 32) -

DT REERREEREZRATEFTNT R

i RERER
AREE

46,034,370.80% JT

B B 58 18+ i Y BB Chinaview 2 B% #E T # 45 1E 885 685,220,227 AR R #E FE 4% AZ {7

%46,034,370.80 T2 R EEE R R ERE X #25 - Galaxyway B ChinaviewZ 2§
MEAR > WHA=GZ D EEFCECBTEERE MESCEETMHES
ITC Investment® & B #fTAX A » ITC InvestmentZ 2 & [ff & 2 B Hollyfield Bl #

HZE R KR REE -
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REREEENTRYE  UTHREFRREZ A TR NT A

Frigtp &

Exns EEME ROEE

PR B 98 1 £ NGk E 45,298,813
(B 22)

BR¥ 4+ (PN = 500

W o HEBREAERAT (TEB]) BMankar Assets Limited ([Mankarl) Z 2 &WB AT -
Mankar B ITC InvestmentZ 2 &M /A 7 > MITC InvestmentB| A EH SR 24
[t B /A 7 o GalaxywayZ ChinaviewZ ZEMB AR » BE=Z4—U L2 EBHEE%E
TEEBEA - BB S -4 Chinaview2 BB /THRA - ME®RE - HE AR
HBFTHH 245,298,813 Ay R HE2L -

DTHREFTNBEZBERERHEA DT HER

EE xE BR
THRARKS EatE TEHE BRERE THEE
(%)

IR 25 e 1 AA#ZE ZZEE-FANA=Z+—HZ 4,000,000 2.9888
—EERNENA=TH

Yap, Allanfi = B A#zR —“F2Z-FAA=+—H0Z 3,250,000 2.9888
“EENFEANAZTH

= kRt AR —“FE-HAHA=+—-HZ 1,750,000 2.9888
“EENENAZTH

BR B8 oAk AR ZFF-FAA=Z+—HBZ 1,750,000 2.9888
“EEXNFEANR=ZTH .

Calisan Developments 3 fREMEH > M2 EMB AR - ARBEEE L MMRES
HARMD PR R ERES » B AR /E 7 Calisan Developments ™+ # & #E 15 -

ROR EEAT AT A > TR IR IR 5 = 0 TR 2 50 R ) Y 4R

() HELH - BEZEF WEASHEEZ —BTEA T E R IR T
RARBEF P RBRESAT M A w55 - IR BRESE &
FRBR MG ZMAE TR PHBE TR

(i) FRZEBFHHEZ BT AT HMENEESZE - FIEEE - HE T GE
ANZEHFPHERTMELR ;

(ii) PRZMB A - P REE 2 FMEERES I BEEHEA SIEH TR FMF
%

(iv) R FTE o ml i A2 - REEN - SE RIE AR S FlE
&z 5 &

(v) F—LlBEPRZEMBEN BEFPRZZEFES « BEM 75T i
SRR PR AL METSE -
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B & — | - REHR

(A) EERRESH
BERGEBTITHHAERE REBA

) BREBELATRZEFERTIBE  URARREBHRBEZIER
R WBA GREBELREZHNZZ2EMBAR) CHEPR > RiHER
mE S HERT S LR TRRML -

WEREARFRBAERE P RROBDEWT

BRPERG =X 3 ¥4
B ZRE FEROEE
“ET=ELANA 0.103% 7t 49,665,000
—ET=FAA+—H 0.139%75 161,680,000
—EE=HAA+_H 0.139% JT 185,000
CEE=F)A+TH 0.1387 JT 197,500

BrbdEsS dREEAREREDPREMEREMN

(i) PERZMBLAA HPREHZESLHE ERAESCERI) AP RER
AR E W EAENTHFA KR E P REMES

(i) WEA T ALEEEA - PERIEFRE-HTHZ AL RBWETEHEB
MNEZEED - Q) QORGDAFTRZEBRAN) 5TA BUE T B 2208 M8 i
m— 2z T

(v) F—LiBRPRAMERN (GEES BERST AT LEAENTHE
BHEBRTHREIMES S &

(v) B RAEWEZ EERENREFTPREMBELZERN -
(B) EEBHER REER RERUWBAZER

BRFCATESN  RARMEENRAERAT RS ARG REFTTESER
TEEEFAE - REEY - MBI AZ R EANEETREES -

REREIREHRNBERRERTERND

IR ZRERER ;
B XA K38 E BEENE SRRE
(& 7)
—EE=&—FNAH 500,000  AFEIMEZR (Wl 0.280
—EE=F—FLH 900,000 TR (Wixl) 0.275-0.280
—EZE=H—A+H 160,000 NEER (Miz]) 0.275
~90 -
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s 2 REEFE
BGoBE

274,000
40,000
294,000
70,000
6,000
2,000
500,000
270,000
938,000
850,000
18,000
122,000
480,000
280,000
700,000
700,000
340,000
170,000
640,000
100,000
180,000
220,000
428,000
130,000
400,000
20,000
304,000
102,000
150,000
250,000
8,962,639
292,000
1,552,000
992,000
22,000
50,000
200,000
2,000
18,000
380,000
500,000
200,000
594,000
400,000
400,000

25,102,639

o e el A v vl el el
el ool el el alalalie

BgRAHE
(%)
0.280

0.275

0.275

0.280

0.280

0.280

0.280

0.280

0.280
0.280-0.285
0.250
0.255-0.270
0.270

0.270
0.275-0.280
0.275

0.270
0.270-0.275
0.275-0.280
0.270

0.270

0.270
0.265-0.270
0.265-0.270
0.270

0.265

0.265

0.265

0.270

0.270

) 0.24605
0.255-0.265
0.255-0.265
0.250-0.255
0.255

0.255

0.255

0.255

0.255

0.255
0.250-0.255
0.248
0.246-0.248
0.246-0.247
0.246

() REBRYHER  REEELZBEERHollyfield EHLCEREEZEMBAT) 2

B EITREEERHEE - _
ECACtNERBE_FZ_FENA=ZTHLEANEAZF
HBEERZUBRRBFEIFBZER  ROBE=F=ZA_+—H > EHELEZH
B2 4 BB A Bl Hollyfield#% & A% fR ZE 18 1 % 1000.24605 # T 1 B 3% 8,962,639 B fR # 78

(2) BMBREBEN _-FTE=

R -
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- - KRER

LLLT?%*%&*%%EEEZ‘EE&%%H&%A/\WB%%W@EQZEE xR E BT A
POV ZERBRABERZ G/ (EHRBFEFBEPTLZEH)

a.

MZEE—FAA _+MHE > Expert Solution Limited ([Expert Solution]) (3 ¥4
AR ZHBEEZEMBAR) (Bl REABEELMERERL R (THAEER])
(MIABRBREEEEFRAR  BHAE010 (BH TL—EHZE REFH
Expert Solution[H 37 X 7 i 1 & Actiwater Resources LimitedZ 2 B #1T R A R
1 Expert Solution [ B X, 7 1 #8538 3L /5] Actiwater Resourcesi2 it Z B BB K » Bk
W R Z B %210,000,0008 7T FRXSERZFF—FTZAEM

W _EFE 44" H—H > Million Good Limited ([Million Good/ - E?%China
Enterprises Limited ([CEL] : AR B Z #2EMB LA < —HE2EMBELE)
BN - REKERE FER) ARAF ( H&%ﬂ&) GRE BAN B 2 B & /AT
BEEMERCEL (BANEZEEEMB AR GREBABREN FT L —ER P%Tﬁz%
K2 A B Million Good& 4 # & E%f%ﬁﬁiﬂﬁfﬁo 027#k 7T 32 B 4,800,000,000% & 2 7k
TR > Shi ¥ R 2 88 5 129,600,000 7T » CELH A/ A A #55.2% 2 B B
B RA8 EBEREE - FHXHCN_FF_FNAZH - FRAXHZ
E—SHEERN_ET _FE_ANBBEZLAE

ﬁ’\ FE_FE-_A—H > BEEXKE - CEL (8 AN) KHounslow Limited?] 377 — X

RS > NAEABCEL 7 #120,000,000% T2 7T AL ZHE (M AR ARE) > Bk
Tﬁaﬂﬁﬂﬁfﬁo.oszfﬁmz*ﬂ%ﬁzﬁ&% WEREERBRBREKEZR Y AR
GER_ZE_FMNATH FHXGZE—FLHERAR_FTFT_F_ANBEE
Rz s

RZEZFZFZA+THER > BREALARER _FE_FANANAEHE K
ERZHRARGAIEEMBRES R ZEERERRMAT L —EHQHHE - A0
Rz Ep—EHEREG (ER-HRER) > R-FF_FAAMNAZAR
AREFEHNRE  WARARRURETAEGR > R AHXH L BET - B
o ANARAIMOHEIERMBETEI2ZEROVHAE ;

WEEZE_FE=H+MA > Calisan Developments52 A& Al FL L R ZFF _F 7\ H
MHBHA - RERZRARGITEREMBRIEE RO EELEHRMTIL—E
RS AREHRZEP —EHARGS EBR - ERER) >  R_FE_H
ARAMHBZAARBRRENRE  BALRABRRURETAGR i EEZS
WHEET - Bl AN EAZMNEHEERDERTEI2ZEHCVHASE

WoEEZFENAWA » RoH (%%E%A) BRTREREBRERAF FIBAHESE
HERBEEBARAT) ((RABRR]) BEEARLFZBEAF) $MR 500,000,000
REE R R AR 5T 5L — B R E%T%JJ% RN _EE_EANATHBER_ZFE
TEANAZT LB ZRHEE HREET) o AREEE5200,000,00085T - B #H
XHGN_FEZ_FENATH - RBHZE—HFF Fﬁzﬁé~$2?~ EXNALBEERZ
Ba s
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g. WMIZEZ_FNXANHB > B (HPEFE KAF - Calisan Developments & B f 7] 32
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